BF MIGHIGAN 
FEB 25 1958 


BUSINESS i MINISTRATION 


“% e 
a) “ “ 
* 4 \s ° ys 
Y : . ~~ 
eee fae 
See 5 +. . 
reg ‘ 
Fy, aun sa" 
e 
i? 
at 
“es 
= 


x 


wae, 


A 


x 


- 
‘¢ 
& 
s 
‘ 


a 
i 




































































PUBLICATION 


ce 


NICAL EQUIPMENT INDUSTRY 


‘% | =| 








atone 


The photographic industry is one of the largest consumers of silver. Over 5,000 ounces in 
film emulsions were used in the production of Michael Todd’s award-winning film, ‘‘Around 
the World in 80 Days.’’ A standard 1,000-ounce bar of Anaconda silver is illustrated above 


a shining example of how Anaconda stars in many industries 


Versatile, hard-working silver is growing in importance. Today, more 
of this metal is used in industry than in coinage or silverware. 

Strong, leakproof joints call for hydrogen brazing with silver. The 
addition of silver gives electrical conductors an improved margin of 
safety at above-normal temperatures. Increasing supplies of silver are 
also needed for photographic emulsions, pharmaceuticals, new alloys, 
electrical contacts, plating and a host of other uses. 

Where is all this silver coming from? Silver is an important factor in 
the complex economics of many non-ferrous metals. Ores mined mainly 
for copper, zinc or lead also contain appreciable values in silver. In 
fact, very often it is the value of the silver that makes it practical to 


mine a low-grade deposit—thus making available additional supplies of 
copper, lead or zinc. 


Of course all this requires ingenuity, resources and research—a 
combination which enables Anaconda to produce millions of ounces of 
silver each year, and to offer business and industry an exceptionally 
broad line of non-ferrous metals from aluminum to zinc. Ad. No. 58251A 
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The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 


International Smelting and 
Refining Company 












SIXTY YEARS... 
AND THE BEST IS YET TO COME 
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“Marketing” ina 
General Store at the turn 
of the century. 
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Goodyear Films Put a New Face on Thousands of Products 


Today’s self-service super markets chalk up many sales 
through eye-appealing merchandise displays. Much of their 


i ore 





Vitafilm is in growing demand. 
Wherever you shop, you'll find Goodyear films protect- 





success is directly related to packaging the product. That’s 
where Goodyear’s Film Division enters the picture. 

Pliofilm, developed by Goodyear, is recognized every- 
where as the ideal transparent packaging for meats, bakery 
products and many other food items. Durability, positive 
seal and the ability to keep foods fresh for long periods 
of time have won Pliofilm wide acceptance in the package 
industry. For textiles, lamp and window shades. paper 
products, small hardware items, and industrial packaging, 


ing and packaging many things you buy. Other Goodyear 
activities—each the result of a natural, growing diversifica- 
tion—include the production of tires . . . industrial rubber 
goods ... aviation and aircraft products . . . foam products 
... flooring ... chemicals... shoe products . . . metal prod- 
ucts ... and many more for growing markets everywhere. 
* Sa a 
It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 





GOOD, YEAR 


THE GREATEST NAME IN RUBBER 


Watch ‘*Goodyear Theater’ on TV—every other Monday 9:30 P. M., EST. Pliofilm, Vitafilm —T.M.’s The Goodyear Tire & Rubber Company, Akron,Ohio 
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UP City National Bank and 
Trust Company of Chicago is 
IN THE AIR down to earth with its 
ABOUT complete, reliable ancillary 
ANCILLARY services for any fiduciary 


matter in Illinois. Our Trust 


ADMINISTRATION Department is ready at all 


times to cooperate with you— 
iN P y 


just write, phone FRanklin 2-7400 
ILLINOIS? ...or use The Bank Wire. 


TRUST DEPARTMENT 


Ciry NATIONAL BANK 


AND TRUST COMPANY of Chicago... 
208 SOUTH LA SALLE STREET 
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line of practical scientists, stretching from 
Benjamin Franklin to the present, who have 
mastered the mysteries of electricity and 
turned it into a modern geni in the service of 
mankind. Centenarians would remember the 
transitions from whale oil to kerosene to gas 
and finally to the incandescent lamp — one 
of Edison’s greatest contributions to modern 
living. His research in many fields led to 
1,093 patents. The Thomas Alva Edison 
Foundation, established in 1946 in his honor, 
currently sponsors public education to 
further the developments of science and 
encourage more boys and girls to enter this 
field. Mr. Edison might well be considered 
the father of the vast electrical industry of 
today in which Cutler-Hammer Inc. (p. 96) 
plays a signficant part. 


Photo by Louis C. Williams 
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Insurance Guarantees 
in a Pension Plan 


In your November issue (p. 1130) 
Mr. Hilary L. Seal undertook to “review 
critically” statements which I had made 
in a paper presented at the October meet- 
ing of the International Congress of 
Actuaries. In making his criticisms, Mr. 
Seal quoted only the first two sentences 
of my statements regarding insurance 
guarantees and described them as “very 
thin indeed.” He appears to have missed 
the point I was trying to make. Perhaps 
your readers may be interested to see 
these statements in context: 


“Guarantees: Perhaps the most im- 
portant difference between insured 
pension plans and other methods of 
providing pensions is in the guaran- 
tees which these contracts provide and 
which cannot be obtained in any other 
way. There is a guarantee that when 
a premium is paid with respect to a 
particular employee, the portion of 
the pension purchased by that 
premium will commence at his retire- 
ment date and will continue there- 
after as long as he lives. This guar- 
antee arises from the fact that the 
insurance company can guarantee the 
following specifics: 

a. Integrity of Fund: Once a pay- 
ment is made to an insurance com- 
pany it is guaranteed against any 
depreciation. This guarantee is 
backed by the reserves set up and 
by the entire resources of the in- 
surer. 

b. Interest Rate: An important fac- 
tor in funding pensions is the in- 
terest which the fund will earn in 
the future. In an insurance con- 
tract there is a guarantee that a 
certain minimum interest rate will 
be credited from the day the 
premium is paid until the annuity 
payments cease through the death 
of the pensioner. 

c. Mortality: Another factor in fund- 
ing pensions, comparable in im- 
portance to the interest earned, is 
the anticipated mortality of the 
pensioners. The annuity purchased 
by each premium paid is guaran- 
teed so that, regardless of the 
actual mortality of those covered 
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under an insured pension plan, the 
pension will be paid as long as the 
pensioner lives. 

d. Expenses: While the expenses of 
administering a pension plan as a 
percentage of total costs are rela- 
tively small compared with the ef- 
fect on costs of interest and mor- 
tality, nevertheless in amounts they 
are not insignificant. The insurance 
company includes in its premium 
rates a loading charge and guar- 
antees that the purchaser of its 
pension contracts will not at a later 
date be forced to pay additional 
amounts for expenses incurred, and 
to be incurred, on annuities already 
purchased.” 


In his criticism, Mr. Seal seems to 
confuse the experience rating process. 
under which dividends and rate credits 
arise, with the basic principle of the 
guarantees to which I referred. Natur- 
ally, as Mr. Seal points out, when there 
is an unfavorable experience under a 
particular contract, refunds to the em- 
ployer in the form of dividends or rate 
credits are adversely affected. However. 
this does not impair the underlying 
guarantees of the insurance company. 
Once a dollar is paid for the purchase 
of an annuity, that annuity is guaran- 
teed and will be paid to the retired em- 
ployee as long as he lives regardless of 
how unfavorable the investment and an- 


nuity mortality experience may be. An 
insurance company’s guarantee is an 
assurance that the goods purchased will 
be as claimed. The purchaser is pro- 
tected. 


It is true that a particular employer 
may not need the guarantees since fu- 
ture experience may not make it neces- 
sary for the insurance company to back 
up these guarantees. However, the en- 
tire resources of the insurance company 
are there if needed. Is the guarantee of 
a reliable manufacturer of little value 
because no trouble develops in the ap- 
pliance sold to you? Is the protec- 
tion provided by a fire insurance com- 
pany “very thin” because the policy- 
holder never has a fire? 

Morgan H. Alvord, 

Second Vice President, Connecticut 
General Life Insurance Co. 

Hartford, Conn. 


Date of Stock Transfer 


In the article “Family Tax Planning” 
(Jan., p. 30) appears the following: 


“Another trap to be wary of is this. 
If stock is to be put into a trust that 
lasts exactly ten years, the actual 
transfer to the trustee on the corpo- 
ration’s books may take place some 
days after the date of the trust agree- 
ment, thereby making the trust less 
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than ten years in duration. Although 
a revenue agent might not be aware 
of such facts, it is safer to make the 
trust for ten years and one or three 
months, and then make certain that 
the assets are actually on the books 
of the registrar as transferred into the 
name of the trust or the nominee of 
the trust at least ten years before 
termination.” 


Revenue Ruling 54-554 holds that the 
date on which a properly endorsed cer- 
tificate of stock is delivered to the donee 
or the donee’s agent by the donor is 
the date for determining fair market 
value of the gift, since the gift is com- 
pleted for gift tax purposes on the date 
of such delivery and the fact that the 
transfer is not recorded on the corpora- 
tion’s books until some later date is 
immaterial. 

Therefore, if a certificate of stock is 
properly endorsed and delivered by the 
donor to the trustee of a short-term trust 
at such time when such short-term trust 
has at least ten years to run, the fact 
that the transfer is not recorded on the 
corporation’s books until a later date. 
which date is less than ten years from 
the date of its termination, should not 
in any way affect it as a valid short- 
term trust. 


Maxwell H. Robinson, 
Attorney at Law 


Lowell, Mass. 
A A A 
Results of ABA Poll on 


National Advertising 
Announced 


The American Bankers Association's 
poll of its members on the question of 
whether the nation’s banks should em- 
bark on a national advertising program 
reveals that of the 5,349 respondents. 
2,791 voted yes and 2,422 voted no. A 
total of 8,535 banks did not respond. 

While noting that the results of the 
poll were “not conclusive,” the Public 
Relations Council observed that the 
2,791 banks voting in the affirmative 
represent a deposit total in excess of $95- 
billion, nearly one-half of the total bank- 
ing deposits in the country. Because of 
this fact the Council will recommend 
“further action” to the A.B.A. Admini- 
strative Committee. 


A A A 

@ The New York Community Trust made 
charitable disbursements of $1,219,271 
in 1957, compared with $1,150,025 in 
1956. The 1957 distribution was ex- 
ceeded only once in the 34-year history 
of the foundation — in 1950 when grants 
of $1,632,278 included appropriations of 
principal amounting to $857,856. Cumu- 
lative outpayments of the Trust to 
principal amounting to $857,856. 
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TRUST ASSETS AND INCOME AT NEW HIGHS is 
the refrain in more bank reports than in 
any year (see p. 104). Partly it is because 
more preSidents are getting vocal on this 
phase of the bank's operations, but mostly 
it is the result of the fine work, the 
solid foundation of estate planning and 
other services done by trustmen present 
and past. And this does not mean just the 
top vice president, but the top man does 
customarily deserve unusual credit because 
it is mainly his judgment that has picked 
the team...And that brings us to the key 
point. While growth in the trust busi- 
ness, aS in any worthy one, is to be 
expected, what is important is that ina 
professional business of such varied and 
technical needs as trust service, so many 
first-rate teams have been scouted out, 
coached and maintained, in the face of 
competition from businesses that can pass 
the pay costs right on to the customer. 


THE LARGEST POLICE FORCE in the nation 
today is composed not of Men but of Robots 
- the often miniature controls that start, 
regulate, synchronize or otherwise measure 
and manage our vast flow of electrical 
power in plant, at home, on ship, auto, 
rail or plane. The story of developments 
in the Electric Control Industry is told 
(at p. 96) in the interview with the 
president of Cutler-Hammer, Inc., Sup- 
pliers of motor controls to all indus- 
tries. The move to automation plus the in- 
crease in number and variety of users com- 
pounded by ever higher per capita energy 
usage, makes this industry one of unusual 
interest. 


INCOMES OF LESS THAN $5,000 were re- 
ported on 65% of the 321,196 trusts filing 
returns for 1954, according to figures 
just released by the Internal Revenue Ser- 
vice. More — 24% — showed incomes of under 
$1,000 than those — 20% — reporting $10,000 
Or more. Million dollar income producers 
numbered 114. The total for all returns 
was $3,171,051,000, making the average 
$9,907. Dividends accounted for 51% of the 
total, capital gains 22%. Of the aggregate 
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sum, 60% was distributed to beneficiaries. 
»eeeThe IRS report (Publication No. 406) 
also furnishes data on income from 103,719 
estates, that being $690,873,000. The ac- 
companying table shows the sources of in- 
come from both estates and trusts. 


BETTER — OR JUST MORE — SCIENTISTS? is a 
distinction we should make before spend- 
ing vital time and hard-earned money on 
ambitious educational schemes from Wash- 
ington and state capitols. Each city, too, 
will have its ardent advocates of "doing 
something NOW." Many of these will be the 
Same people who assiduously avoided the 
PTA meetings and voted against any tax 
extension; many others will be those who 
contribute more children than taxes to 
educate them.....The main point is to give 
opportunity to all showing potentials for 
exceptional scientific achievement, to 
screen present as well as prospective 
employes for special work and to concen- 
trate our available teaching staff and 
facilities on those most capable of using 
them well. One of the quickest ways to 
produce results is to select and give 
special training to employees who already 
Show talent and have background......It 
is not necessary to centralize selection 
and support as in Russia. Conversely, we 
have great advantage if we develop along 
cooperative lines already pioneered: re- 
search and schooling facilities developed 








COMPOSITION OF FIDUCIARY INCOME OF $3.9 BILLION 
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From “Statistics of Income for 1954 — Fiduciary Income Tax Returns.” 
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by corporations jointly with each other or 
with universities. This might well be 
brought down to high-school level. Foun- 
dations can and do play a big part in this 
voluntary method of scientific advance 
and government — often teamed with private 
enterprise, as in Atomic peace uses — can 
further advance the borders of scientific 
leadership. But it is likely to be the 
free enterprises that with more inter- 
cooperation, will bring the greatest bene- 
fits to the nation as well as to them- 
selves and the educational institutions. 


UNION WELFARE FUNDS are being turned 
over to trust departments in increasing 
numbers not only for protection against 
misapplication but also because they are 
becoming larger and pose more difficult 
accounting problems. Several bank annual 
reports refer, for the first time, to 
their investment management or safekeep- 
ing services being used by unions, a few 
mention use of their trust department 
facilities for S.U.B. payments and one 
Southwest bank cites its "Union Trust Pro- 
gram" for serving corporate and union cus- 
tomers under retirement funds, vacation 
reserves and hospitalization protection. 
It is probable that this new field will 
become increasingly cultivated and popu- 
lar, fitting in as it does with the poli- 
cies enunciated in the President's pro- 
posals for labor legislation. 


LOWER INCOME FROM LOANS, anticipated in 
most bank report comments for '58, can be 
offset in some measure by development of 
corporate, pension and personal trust 
business. The opportunity to make up for 
temporary commercial loan shrinkage and 
at the same time build an ever-mounting 
source of income and solid contacts was 
put in neat if restrained language by a 
proper Bostonian bank in reporting "It is 
important to note at this point that the 
Substantial proportion of income produced 
by the Trust Division represents an ele- 
ment of diversification of earnings not 
Subject to the fluctuations of interest 
rates".......But bank management will have 
to get over their fear of the "potential 
liabilities” and "legalistics" of fiduciary 
functions and give hearty support to trust 
development. The compounding effect of 
lower rates coincident with lesser demand 
for bank money can make unpleasant reading 
for stockholders if the general economy 
does not balance out in the latter half 
for the presumed fall-out in the first. 

Proper promotion of such needed services 
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as investment management and common trust 
fund use, pension trusts and estate plan- 
ning generally, can do much to democratize 
both the appeal and the profit. 


PRACTICING LAWYERS IN ROLE OF TRUST 
OFFICERS have been noted in several in- 
Stances and may exist in quite a number 
of smaller banks. The trust officer of an 
$8 million bank in a Virginia town of over 
12,000 population is located in his law 
office in the bank building. The head of a 
Washington D.C. trust department is like- 
wise a practicing attorney with his desk 
in the partnership offices. The trust of- 
ficer of a $50 million Ohio bank (with 
three trust department officers listed in 
the annual report) is also head of a law 
firm. All are directors of their banks.... 
These are anomalous positions — serving 
two masters — and thus contrary to the 
principle of independence of a testator's 
counsel... Such dual roles are doubtless a 
hangover from the old days when a bank's 
counsel was referred to for drafting a 
will or irrevocable trust for a customer, 
but constitute a more adverse interest. 


ECONOMIC PROGNOSTICATIONS in 1957 bank 
reports are notable for their scarcity 
thus far, with top officials preferring to 
exercise hindsight on 1957 rather than 
foresight on 1958. However, excerpts from 
20 brave forecasters (p. 118) reflect 
guarded optimism that this year will wit- 
ness completion of necessary corrections, 
to be followed by renewed expansion. More 
Savings to support capital growth and 
sound fiscal and monetary policies to pre- 
serve a free economy are urged. 


TRUST INCOME WILL BE A STABILIZING FAC- 
TOR in this year's bank earnings, due to 
be affected by declining demand for busi- 
ness loans, and the consequent easing of 
interest rates coincident with the easy- 
money policy that continued below-par eco- 
nomic activity will probably assure. The 
consumer too is becoming cautious, though 
a good deal of pay-off (such as that ma- 
turing from record installment paper pur- 
chases of autos in '55) may offset this 
as the year goes on......-Income from trust 
department services may be somewhat af- 
fected by lower market valuations on which 
trust principal fees are based (income 
probably holding up well) but more than 
offsetting this are the accumulating prin- 
cipals in pension and personal trusts, and 
the ever-increasing totals of investment 
agencies and estates, which are better net 
producers than trusts. 
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Financial services for 
INDIVIDUALS 

acting as 
FIDUCIARIES 


An individual acting as Executor, Administrator, 
Trustee or Guardian — as well as his Counselor, 
Accountant or Advisor—benefits by our unusually 
experienced services to fiduciaries. 


When a Fiduciary appoints Bankers Trust as Cus- 
todian or Agent, the worry and details of property 
management and the exacting demands of record 
keeping are eliminated. All of these services are 
available, in whole or in part, as may be most helpful. 


Safekeeping of Securities 

Collections of Dividends and Interest 
Handling of Security Sales and Purchases 
Stock Transfers 

Investment Advisory Service 


Maintenance of Complete Estate, Trust 
and Income Tax Records 
Real Estate Management and Mortgage Servicing 


Depositary under Court Order 


For prompt personal attention and full information, 
simply write or telephone our Trust Department. 
We shall be glad to send a printed outline of the 
services we render as agent for individual executors. 








BANKERS TRUST 
COMPANY 


16 Wall Street, New York 15, N. Y. 
REctor 2-8900 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Light, Heat, Power — and Control. 


66 VHE ELECTRICAL MANUFACTURING 
industry is one of the principal 
sources of opportunity and growth in 
American business.” This statement by 
President Cordiner of General Electric 
Co. (Nov. 56) typifies the belief of the 
power industry today. Projections of 
energy use and requirements indicate 
that the more than doubling of KWH 
production which took place between 
1946 and °56 will be followed by a 
redoubling over the next ten years, or 
at a far faster pace than the economy 
as a whole, as the chart shows (p. 97). 
This geometric progress characteristic 
of the industry is caused by the more 
extensive per capita use—both in the 
home and in the factory—of the kilo- 
watt, to do an ingeniously widening 
variety of jobs. Compare the control 
panel of a modern transport plane with 
the pre-war joy-stick, or the electric 
computer with the manual adding ma- 
chine and one gets a mere sample of 





Panel Members: 


G. Ronald Furse, 

Fiduciary Trust Co., N. Y. 
John Riddell, 
Chemical 

NY. 
Frederick Millett, 

The Hanover Bank, N. Y. 
Charles Eddy, Jr., 

New York Trust Co., N. Y. 
Jacob M. Cath, 

J. P. Morgan & Co., Inc., N. Y. 
John Hovsepian, 

Bankers Trust Co., N. Y. 
J. Sellers Bancroft, 

Wilmington (Del.) Trust Co. 
John L. Moock, 

Girard Trust Corn Exchange Bank, 
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Electrical Equipment 
FOR AMERICA’S GROWTH IN POWER 


TRUSTS AND EstTATES 8TH INVESTMENT SEMINAR 


New York — January 22, 1958 


Puitie Ryan, President 
CUTLER-HAMMER, INC. 


The report following summarizes the key points developed by Mr. Ryan in his 
delineation of the electrical motor control industry and his company’s place therein, 
and by answers to questions put by the panel members. Background material re- 
garding the electrical industry in general has been incorporated by the editors 
down to the sub-head “Price vs. Quality and Custom Work.” 


what the modern world is coming to! 
Add the devices like television, auto- 
matic driers and refrigerators in the 
home, electrically-controlled freight 
classification yards used by railroads, 
automated metal fabrication, newspaper 
presses and temperature control in 
stores, factories and homes, and the elec- 
trical equipment future seems unlimited. 

Not that every day is sunny and the 
path paved with profit progression. 
While costs of key materials have risen 
far over 100% and hourly wage rates 
in electrical manufacturing are nearly 
triple what they were in 1939, its prod- 
ucts average just about double in present 
prices. This is scarcely peculiar to the 
industry but it makes it particularly 
difficult to turn a profit on the large 
variety of custom-type work or even 
special assemblies that are called for by 
many customers new and old. Nor have 
recent over-inventories and price cuts in 
household appliances been encouraging 
even though output of electrical products 
more than doubled from 1946 to *56 and 
is expected to more than redouble in the 
next ten years. 


Short and Long Term Prospect 


But since so much of modern living is 
dependent on electrical power or heat, 
and our places of residence and _ busi- 
ness—and the means of getting to them 
—are more heavily equipped than ever 
with kilowatt consuming apparatus, the 
immediate future as well as the long pull 
looks unusually promising for this field. 
The short-term prospect is advantaged 
by the “lead time” necessitated by the 
heavier or more complicated machinery 
of power generation and transmission, 
which must be in building now to be on 


the ready line for the anticipated heavy 
demands of 1960-61. 

The pace of technological progress is 
particularly rapid in the electrical world 
and opens new markets, both in new out- 
lets or adaptations and in products, while 
obsolescence—of efficiency or design 
re-opens old markets with increased 
frequency. This makes it the more essen- 
tial for any company that would hold its 
competitive position and advance, to 
carry on a well-planned, well-manned 
Research and Development program. 
Such expenditures in electrical manufac- 
turing are thought to be as much as 
three times the average for other in- 
dustrial companies, tied in as it is with 








The switches and buttons, that control the 
many electrically operated functions of 4 
modern plane must be perfectly reliable and 
responsive, easy to operate and hard-wearing- 
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U.S. GROSS NATIONAL PRODUCT 


(1956 prices) 
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powering, fueling, measuring and con- 
trolling large segments of the new tech- 
nologies of Electronics, Aerodynamics, 
Nuclear Energy, as well as industrial 
Chemistry and Metallurgy development. 
As was remarked at the National 
Electrical Manufacturers Association 
meeting just over a year ago: “It looks 
as if there will be so much business for 
electrical manufacturers in the years 
ahead that any company that offers what 
its customers really desire and expect is 
going to prosper and grow.” It was 
further intimated that the average home- 
owner may come to invest about one- 
third the cost of his home in electrical 
equipment and appliances. This would 
make the long-term increase in_resi- 
dential building of extra significance. 


Competition and Market Control 


Meantime, the scope and policy of 
many companies is changing radically, 
in many cases branching out into related 
fields either for diversification or imple- 
mentation of original products. Aircraft 
companies—especially in the guided 
missile field—show signs of expansion in 
the electrical area, as have many other 
military defense producers and automo- 
tive manufacturers. 

This raises a question of significance 
to the integrated component-making con- 
cerns like Cutler-Hammer, Square D and 
Allen-Bradley who have concentrated on 
providing the control equipment for as- 
sembly or attachment by contractors and 
other manufacturers. Lacking control 
over the original purchase order brings 
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both some advantages and disadvantages 
of the sub-contractor. 

Market contact and development also 
becomes a prime concern for assuring 
regularity as well as growth of outlets. 
Here the reputation of the company 
name and the ability of the company’s 
engineers to meet the special needs of 
each customer are of exceptional im- 
portance, as the gap between one type of 
operation and another is widened by 
scientific advantages and specifications 
to where it requires almost a marriage 
of Univac and Sputnik, or Einstein and 
Leonardo da Vinci to comprehend the 
whole problem. 

Speaking of markets, it was also 
brought out at the Seminar that, given 
relative political stability in the Free 
World, the opportunity for sales of ma- 
chinery and power plants—and there- 
fore of electrical control equipment— 
could be excellent in the many countries 
on the brink of industrialization. This is, 
of course, no overnight feast, as there is 
healthy competition abroad and as was 
pointed out in a previous Seminar with 
W. R. Grace Co. officials, part of a na- 
tion’s industry cannot boom without 
support from the general economy and 
purchasing power and living standards 
of the trade area. 


More Pay for Power Parts 


been an_ excellent 
servant to America. Besides learning new 
vocations and methods, it has always 
been available to the extent needed (the 
result of expert planning) and has per- 
formed most reliably and without per- 
renial hikes in pay. In fact, the KWH 
costs less now than it did ten years ago, 
or even twenty—during the period in 
which consumer prices about doubled— 


Electricity has 


thanks to engineering and load improve- 
ments and managerial skill of the utility 
companies and those who made their 
equipment and supplies. 

The relentless tide of inflation, how- 
ever, is making the present pricing struc- 
ture of the electrical equipment com- 
panies difficult to maintain, as is dra- 
matically shown by the fact that the net 
return on sales, 4.4% in 1955 and 4.7% 
in 1956, is one of the lowest ratios of 
any stable-earning or growing industry. 


Price vs. Quality and Custom-Work 


As president Ryan of Cutler-Hammer 
remarked, there are a number of com- 
panies in specialized fields of electrical 
manufacturing doing a top-flight job and 
keeping up the quality of product and 
service. He emphasized that operating 
and control equipment must be of the 
highest standard because the life of the 
machine (sometimes human lives, too) 
is in its hands. Protection of the motor 
and machine is a basic objective and 
there is no room for taking chances with 
inferior material or workmanship under 
such conditions. 

While there is general stability of 
prices on the standard and more com- 
plicated type of electrical control and 
accessories, the prices have often not 
been able to keep up with ever-mounting 
labor and material costs, so what used 
to appear as stability could be here 
again, a net downtrend. But with the in- 
creasing cost of the equipment to be con- 
trolled, the higher horse powers used or 
closer tolerances required in modern 
production, more consideration will be 
given to engineering superiority. The 
prospective uptrend in demand for such 
devices as population grows and living 
standards are upgraded promise happier 





Newspaper press drives, conveyors and stackers need controls as do other branches of 





/ " 


the publishing industry. 
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times in most power’ equipment com- 
panies. 


But what is even more favorable is 
the change in composition of the elec- 
trical dollar. Twenty years ago the cost 
of the control equipment was, in gen- 
eral, not more than 25% of the cost of 
the motor it handled. Today, due to the 
demand for labor saving, automatic con- 
trol, the cost of control equipment—on 
the average—has increased greatly in re- 
lationship to the cost of the motors in- 
volved and in some instances, where 
complete processes are controlled auto- 
matically, the cost of the control ap- 
paratus exceeds the cost of the motors 
by many times. 


A $500 Million Variety Shop 


Informative advertising and publicity 
during the 1930s were credited by Mr. 
Ryan and others at the meeting with 
helping get both public and trade recog- 
nition of the electrical control industry 
as an autonomous and basic segment 
of industry. Ranging from the little 
toggle switch on millions of vacuum 
cleaners, hand tools, food mixers or 
office machines to coordinated control 
of a multiple blast-furnace operation or 
delivery of a ready-to-read newspaper 
from a roll of newsprint, this is a $500 
million a year today. Its 
growth, and particularly the welfare of 
the quality brands, however, will very 
much depend on the job of consumer 
education done from here on. What is 
surprising to realize is that everyone 
from the baby whose bottle is being 
timed by an automatic electric bottle- 
warmer to the traveling-crane manufac- 
turer is a customer, and in more and 
more ways, for these control devices are 


business 





Industry demands precise motor controls for many operations, as in this sheet mill. 


to material movement like a brain is 


to the hands and body. 
With more than 90% 
ing air conditioners, 


of homes lack- 
dishwashers, 
ironers and dryers and over 80% with- 
out food freezers, automatic washers and 
water heaters, there is tremendous room 
for expansion of the electric control in- 
dustry, the more so as manufacturers of 
these appliances in turn require a varied 
range of controls for their operations. 

This very area, however, has been ex- 
periencing so much oversupply that cur- 
rent production cut-backs have reflected 
unfavorably at the manufacturing levels. 
At the same time rather general slow- 
down in capital expenditure programs 
of industry contributes further to the 
present lag in control equipment orders. 

Resumption of retail orders on the 
high plateau of recent years, as inven- 
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tories get low, will spark a quick re- 
vival in the manufacturing products 
area, as modern competitive conditions 
make it essential to have the best pro- 
ductive equipment, and new home build- 
ing is certain to help fill the gap. In the 
latter field, however, the competition on 
a price basis may result in a considerable 
use of the cheaper sub-standard controls 
and accessories, unless quality manu- 
facturers exert a constant sales and edu- 
cation effort. 


A Diversified Specialty 

1892 with bench-made 
rheostats, the firm was founded in Chi- 
cago by an inventor named Cutler and 
his pariner, Hammer. In 1898 it was 
merged with the American Rheostat 
Company of Milwaukee, owned by Mr. 
F. R. Bacon, and all operations were 
moved to Milwaukee. Cutler-Hammer. 
throughout the years, has confined its ac- 
tivities to motor control and allied prod- 
ucts and gets its diversification from 
its multiplicity of markets. 


Starting in 


That its products are rated highest 
quality and reliability is shown by the 
growth of sales (particularly in 1951 
and 1956). The technical proficiency of 
its products seems further testified to by 
the fact that only three or four per cent 
of business is replacement parts, and 
some of these are for machines as much 
es forty years old. 


It is surprising to see so extensive 
a catalogue of products in a compan) 
of moderate size, until ii is realized 
that the improvement and new applica- 
tions of electrical energy have been in 
a series of pioneering stages, necessital- 
ing different control means, and that th° 


(Continued on page 116) 
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First Automatic Teamaker. After years of research, the 
tea industry, the restaurant industry and a large food 
machinery manufacturer have perfected the first automatic 
teamaker. It dispenses hot tea, iced tea, hot water or cold 
water at the touch of a button. Like almost all commercial 
food equipment, it is made from Stainless Steel because 
Stainless resists corrosion, is easily cleaned and looks bright 
and new forever. Don't forget, you can buy Stainless Steel 
equipment for your kitchen, too. 


The Heart Of The Atomic Reactor. The world’s first 
full-scale atomic power plant devoted exclusively to serving 
civilian needs is now in operation at Shippingport, Pa., 
northwest of Pittsburgh. Here, the nuclear core, or charge of 
fuel, is being lowered into position. Inside the cylindrical 
barrel is the nuclear fuel assembly, approximately 6 ft. in 
length and over 6 ft. in diameter. The unit weighs 58 tons 
which includes the 14 tons of natural uranium surrounding 
165 lbs. of highly enriched uranium “seed.” The “hot” 
nuclear reaction takes place within the core, to drive a tur- 
bine generator of 100,000-kilowatt capacity. The core barrel, 
as well as some parts of the core itself, is made from ultra- 
high-quality steel. 


, 


* 











Boring Work. Notice the 314-foot-diameter holes near the man at the right. They penetrate through 200 feet of rock and coal. 
The big coal-mining machine operates just like a carpenter’s auger. The coal “chips” are loaded directly onto the truck with 
a conveyor belt. Each auger is 17 feet long, and they are chucked together to make up one long string. Auger blades are made 
from USS Cor-TEN Steel which has 50% more strength (yield point) than structural carbon steel, four to six times the re- 
sistance to atmospheric corrosion, and good resistance to abrasion. 


UNITED STATES STEEL 


American Bridge . . . American Steel & Wire and Cyclone Fence . . . Columbia-Geneva Steel 
Consolidated Western Steel . .. Gerrard Steel Strapping .. . National Tube... Oil Well Supply 
Tennessee Coal & Iron . . . United States Steel Homes . . . United States Steel Products 
United States Steel Supply . . . Divisions of United States Steel Corporation, Pittsburgh 
Union Supply Company - United States Steel Export Company - Universal Atlas Cement Company 
USS and COR-TEN are registered trademarks. 


Watch the United States Steel Hour on TV every other Wednesday (10 p.m. Eastern time). 
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AVOIDING PITPALLS FOR EXECUTORS 


Pre-Probate Period — Search for Assets — 


Satisfying Dollar Liabilities 


JOHN F. McILWAIN 


Vice President, Irving Trust Company, New York* 


I ANY ENTERPRISE, QUALITY RESULTS 
are best achieved by a combination 
of foresight and positive action. Seldom 
is this better illustrated than in estate 
management where so many time ele- 
ments are involved. 

For an estate runs on a schedule as 
strict as any railroad’s. The executor 
should keep his eye on the timetable; 
should have his decisions well thought 
out in advance. Otherwise the calendar 
may crowd him into precipitate and un- 
wise action. 


Pre-Probate Period 


The nomination of an executor in a 
will is only that—a nomination. His title 
and character to act are granted by the 
Court. While awaiting probate there is 
frequently much for the nominee to do. 

If there is no threat of contest and his 
appointment seems assured, the ab- 
sence of strict legal right ought not to 
deter the nominated executor from per- 
forming many important functions. He 
should respond to a request for help in 
making funeral arrangements. Where 
there is no immediate family, the re- 
sponsibility for such arrangements is 
scarcely avoidable. 

The waiting period gives opportunity 
for the nominee to familiarize himself 
with the nature, amount and location of 
the decedent’s assets and the nature and 
amount of his liabilities. Thus, in effect, 
he can chart the course of his adminis- 
tration, saving false starts and detours 
later. 

He should provide adequate physical 
protection for the estate’s tangible assets 
and the “evidence” of intangibles, even 
to the extent of taking them into his own 
possession. He will then, of course, pro- 
vide safe deposit or other storage ap- 
propriate to the nature of the assets. 

An immediate analysis should be 
made of fire, liability and other insur- 

*This material is taken, with permission of Irv- 
ing Trust Co., from a copyrighted booklet entitled 
“Executor’s Functions in Estate Administration” 


which is based on lectures given by Mr. McIlwain 
at the Practising Law Institute of New York. 
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ance relating to real estate and tangible 
personalty. Coverage should be trans- 
ferred promptly from the decedent to the 
estate, to the specific devisees or legatees 
and to the executor, both individually 
and in his representative capacity. If 
coverage seems inadequate, new or addi- 
tional insurance should be obtained. All 
these things can be quickly done by 
binders pending completion of perman- 
ent arrangements. 

Delay in probate may be caused by 
challenge of the will’s validity, by difh- 
culty in determining the intestate dis- 
tributees who are necessary parties to 
the proceeding, by jurisdictional un- 
certainties or other similar reasons. 
Temporary administration is a proce- 
dure provided by law (in many states) 
to preserve estates under such circum- 
stances and the nominated executor 
should not hesitate to utilize this pro- 
cedure in a proper case. 


The Search for Assets and 
Liabilities 

Few people plan to die; there is 
seldom an orderly arrangement of their 
assets in a showcase for all to see. Chaos 
is more typical. Into this chaos the ex- 
ecutor must plunge, searching for assets 
and liabilities. There can be no compro- 
mise with diligence in this search. 

There are two main lines of inquiry: 

One is examination of the decedent’s 
bank accounts; his tax returns and any 
personal bookkeeping records; his 
custody, brokerage account or other in- 
vestment records; his files of letters, 
deeds, documents and _ miscellaneous 
papers; the records of his business. 
These may be found in his home and 
office, in safe deposit boxes or storage 
warehouses. 

The second is consultation with mem- 
bers of the decedent’s family, his close 
friends, lawyer, investment advisor, ac- 
countant, tax consultant, insurance 
underwriter, bookkeeper and any other 
person likely to know about his financial 
and business affairs. 


Co-ordinated with this search should 
be a hunt for information pertinent to 
the estate tax proceedings. Information 
bearing on valuation, for example. Also 
the executor will seek to ascertain 
whether, among the decedent’s assets. 
are any that he received from another 
estate within ten years of his death- 
since these might provide a_ valuable 
deduction in the instant estate. 

The executor will need to know about 
gifts made by the decedent during his 
lifetime, whether outright or in trust or 
through release of valuable rights. He 
will inquire about powers of appoint- 
ment. 

The fact that items such as life insur- 
ance and property in joint ownership 
may not pass through his decedent's 
estate, as such, does not relieve the ex- 
ecutor of his duty to ascertain, to evalu- 
ate and possibly to contest tax liability 
with respect to such non-testamentary 
assets. 

For the sake of information as to the 
decedent’s affairs that letters may con- 
tain, the executor should write the post- 
master of the city or town in which the 
decedent died a resident and request that 
all mail addressed to the decedent be 
forwarded to him. If such a request is 
accompanied by a certificate of Letters 
Testamentary, courteous compliance can 
be expected. 

Here’s a worksaver: if the decedent 
is on a large number of mailing lists, 
have a card printed for use in acknow- 
ledging solicitations; the card will state 
the fact of death and suggest that the 
decedent’s name be taken off the list. 

An executor of a metropolitan New 
York decedent may reduce the area of 
his doubts by inserting an advertisement 
in the “Safe Deposit Bulletin” published 
by the New York Safe Deposit Associa- 
tion. Comparable facilities for the loca- 
tion of checking and savings accoun's 
are not available. The ultimate 
guard would be to write all banks in 
localities with which the decedent h:s 
been identified. 


safe- 
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If the decedent was a contributor to 
Social Security the executor should 
ascertain if any benefits became payable 
upon his death. Sometimes an allowance 
up to 3 months’ benefit can be obtained 
for funeral expenses. Usually benefits 
accrue only to the widow or minor 
children but they may not be aware of 
their rights unless the executor brings 
the matter to their attention and helps 
them to obtain appropriate payments. 

An allowance may be claimed also 
for the funeral expenses of veterans of 
any war; and for the funeral expenses 
of peacetime service veterans whose 
death resulted from a line-of-duty dis- 
ability. 

If an estate possesses tangible personal 
property not specifically bequeathed or 
requested for distribution in kind by 
legatees—so that the alternative is sale 
—hbusinesslike action is called for to 
accomplish sale promptly so that storage 
and insurance charges may be mini- 
mized, This doesn’t mean blind haste; 
competent advice will be sought as to 
markets, timing and manner of sale. 
Jewelry, paintings, rugs, furniture, books 

-all have their special techniques. 

Administration is simpler and less ex- 
pensive to the estate if tangibles are 
specifically bequeathed. Testators don’t 
always realize this; they will be grateful 
if the draftsman suggests such a prac- 
tical disposition—particularly since it’s 
sentimentally “right,” also. 


Preliminary Balance Sheet 

While assembling and valuing the 
estate assets and searching out the de- 
cedent’s debts, the executor will accumu- 
late a considerable quantity of data. It 
is easy to let such data lie unorganized 
—and it’s dangerous, too. The business- 
like executor will prepare a_ tentative 
balance sheet. 

On one side (figuratively if not 
literally) will be listed the assets, each 
in its category, such as cash, bank ac- 
counts, real property, stocks, bonds and 








“What a dream I had last night! I met this 

beautiful blonde who invited me to her 

aoartment ... her brother turned out to be 

ai investment analyst and came to work 
for us!” 
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“Remember, if yeu're nee 
fully Insured—it's not enough!” 


SEE U.S. Residential 
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EASY ESTIMATING CHART 


BASED ON DOW SERVICE REAL ESTATE 
VALUATION CALCULATOR 


APRIL 1957 


GLANCE | 22 


WHAT IT WOULD COST TO 
REPLACE ANY HOME TODAY! 


This authoritative Estimating Chart* shows how replace- 
ment costs have gone up in the past 20 years—on any house 
that originally cost from $8,000 to $50, 000. It reveals, for 
example, that a $10,000 house built in 1946 would cost 
$15,200 to replace today ... that a $20,000 house built in 
1940 would cost $52,000 to rebuild today. 

While this Estimating Chart was designed to help our agents 
show homeowners the importance of insuring to full value— 
we feel that its pocket-size convenience might have some 
value to you. 

Like a copy? There’s no charge or obligation. Just use 
this handy coupon. 

*Based on figures supplied by F. W. Dodge Corporation, nationally known 


source of construction information, for homes built since 1937 originally 
costing between $8,000 and $50,000. 


CCasurence (en VfLOMY 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE e¢ AUTOMOBILE e MARINE 
The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 



































A stock company represented by over 40,000 independent local agents and brokers 


The Home Insurance Company, Dept. ili 
59 Maiden Lane, New York 8, N.Y. 


Please send me a copy of your handy Estimating Chart. 
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such; and utmost convenience would be 
served if the executor followed the classi- 
fications and order, and used the termin- 
ology appropriate to the Federal Estate 
Tax return. Valuations will be assigned 
according to tax accounting practice— 
precise, where known; _ conservative 
guesses otherwise, prudently earmarked 
“Estimated.” Assets should also be sub- 
divided into “liquid,” which can be sold 
easily to meet cash needs and “non- 
liquid,” which require time and patience 
to obtain the right price. 

On the other side will be the liabili- 
ties: the admitted debts and the rejected 
ones—the latter being given such recog- 











A Close Corporation 


and 


THE VALUE OF 
ITS STOCK 


Why will the investing public value the 
stock of two strong corporations in the 
same industry at such violently different 
levels? One will sell for 75% of book 
value, the other for 225%. 


Every owner of a substantial interest in 
a closely held corporation is faced with 
uncertainty as to the value which will 
someday be placed on his stock for the 
determination of estate and gift taxes. 


The Internal Revenue Service warns in 
its regulation . . . “Often an appraiser 
will find wide differences of opinion as to 
the fair market value of a_ particular 
stock.” 


These wide “differences of opinion” can 
be costly to the stockholder since the 
burden of proof rests on him. The best 
protection is an authentic valuation 
which conforms to the tax regulations 
and can be supported by expert testi- 
mony if necessary. 

A valuation report which will stand up 
under critical review requires specialized 
techniques on the part of men who have 
distinctive experience and facilities in this 
field. 

MANAGEMENT PLANNING’S valuation 
reports are welcomed by stockholders, at- 
torneys, trust officers and taxing authorities 
as assurance of equity for all concerned. 


MANAGEMENT PLANNING, 
INC. 


Princeton, New Jersey 
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nition as objective weighing of their 
legal merits suggests. Here also will be 
listed estimates of attorneys’ fees, execu- 
tors’ commissions and other expenses of 
administration. Before a final balance 
can be struck, a preliminary “net tax- 
able” balance will be taken and computa- 
tions made of Federal and State estate 
and inheritance taxes; these will be 
added to the liability side and the bal- 
ance sheet then will be complete. 

A further refinement is to subtract 
specific and monetary devises and be- 
quests; now the vague “residuary” 
ceases to be vague; it begins to take 
shape. The residuary may be destined 
to go into a trust. The executor, if he 
has been named also as trustee, can 
ponder what to sell and what to hold, 
all in terms of the ultimate holding in 
trust. Or if the residuary is payable out- 
right he can begin discussions with the 
residuary legatees as to what should be 
sold and what delivered in kind. 

A schedule of dates to be met becomes 
important at this juncture: when funds 
will be needed for stated purposes; 
when income and death tax returns and 
payments are due; when the period for 
presenting claims expires; when cash 
legacies become payable, and the like. 

“Tickler” -reminders* by means of 
diary entries or other fool-proof method 
should be made as to all items on the 
schedule and well in advance of the due 
date. This protects against a human lapse 
of memory and provides ample time to 
meet deadlines in a thoughtful and com- 
petent manner. 


Hereafter the executor has a check- 
list and a guide. Henceforth he can see 
the estate whole. Furthermore, if he 
follows proper models, he has _begin- 
nings made of his State and Federal 
death tax returns; he has the basic 
property schedules upon which his final 
accounting as executor can be built. He 
can discuss the affairs of the estate in- 
telligently with the beneficiaries; more 
important even than that, he can think 
intelligently about the problems of the 
estate for there'll be no fuzzy edges to 
his knowledge—no dim area of half- 
forgotten “mental notes” and scribbled 
memoranda. 


Providing for Dollar 
Liabilities 
The dollar liabilities of an estate are 
represented by the sum total of funeral 
expenses, debts, estate taxes, administra- 
tion expenses and general cash legacies. 


*Ed. Note: A comprehensive “record and check” 
system has been devised by the publishers. Copies 
may be obtained from TRUSTS AND ESTATES at 
$2.00; quantity prices on request. 


It is appropriate now to consider the 
use of discretion by an executor in so 
managing the estate’s assets that not 
only will there be ample cash available 
for payments as they arise but the cash 
will be produced in the manner most 
advantageous to the estate. 

To the extent the resources consist 
of cash in banks or its equivalent such 
as United States G or K Bonds, United 
States bonds usable at 100 for Federal 
Estate Tax, life insurance payable to the 
estate and so on, no difficulty is pre- 
sented. The problem is found in decid- 
ing when to liquidate property of vari- 
able value to provide the balance of 
needed dollars. 


There is no categorical answer. Estate 
situations vary substantially in their 
intrinsic circumstances and the condi- 
tions of the times during which they are 
administered. Sound judgment strength- 
ened by experience in other cases and 
knowledge of primary factors provide 
the basis of decision. 

One thing is clear: A liability fixed in 
terms of dollars will remain constant. 
When the time comes to pay, the same 
amount will be due. But if securities 
subject to fluctuations in value are liqui- 
dated only as funds are needed to pay 
obligations, the amount realized for that 
purpose may be more or less. Thus in- 
constant dollars are relied upon to pay 
constant debts. 

The situation is similar to that of a 
collateral loan. The amount payable can. 
in practical effect, be increased if there 
is a decline in value of the property 
held as security. Of course, the con- 
verse is true. 

The comparatively short term char- 
acter of the matter is an important ele- 
ment. Diligent and well advised fiduci- 
aries can form competent judgments of 
the worth and merit of particular securi- 
ties from a long term investment point 
of view. It is a daring person, however. 
who assumes an ability to forecast mar- 
ket prices in terms of months. 

And then the need for adequate time 
to formulate and execute decisions 
should not be overlooked. Take for ex- 
ample the Federal Estate Tax due in 
fifteen months. If the executor waits too 
long to realize the dollars needed he may 
deprive the estate of opportunity fo: 
unhurried exercise of discretion or im 
pose upon it an unfortunate liquidation 


Nevertheless, these are at best mere 
rules and principles. They should not be 
applied dogmatically. The executo: 
should be aware of them and give them 
proper weight but they should not wm 
duly influence his decisions. 
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for time? 


You’re a lawyer—not a bookkeeper! Yet at times you're 
asked to assume responsibility for the details of security 
custody and management for a valued client. 


Under such circumstances, many attorneys have found an 
Agency Account at The First National a great time and money 
saver. You get safe custody, automatic routine collections, 
income tax summaries and complete and understandable rec- 
ords for a moderate fee which is normally income tax de- 
ductible. 


In addition, if you like, you can also obtain continuing in- 
vestment advice on your client’s holdings—through a Super- 
vised Agency Account. It’s a double-check on your judgment. 


Many attorneys use these services for their own securities, 
too. 


Wouldn’t it be a good idea to get in touch with us today? 


The Trust Department 


The First National Bank of Chicago 


Dearborn, Monroe & Clark Streets ¢ Building with Chicago since 1863 
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ST YEAR 


30% of Annual Reports Show Record Highs in Assets 


LO Clunudl Kipout-/93/ 


HE FIRST 205 ANNUAL REPORTS OF 

banks and trust companies reviewed 
by Trusts and Estates show that 58 
trust departments attained an all-time 
high in assets under administration at 
the end of 1957. Another 98 reported 
gains in assets over the previous year. 
None reported a decrease. 

An all-time high in gross income was 
reported by 40 trust departments, with 
another 58 listing gains over 1956. Two 
reported income approximately the same 
as in 1956 and one said it was slightly 
less. 

In many cases assets or income de- 
scribed here as increases may actually 
be all-time records, but are not so listed 
in our tabulation unless the annual re- 
port states that fact or indicates it by a 
chart. Forty of the 205 gave no in- 
formation on growth of trust department 
assets or income although many of these 
presented some description of the de- 
partment’s achievements or services. 

The most frequently mentioned 
sources of trust new business were in- 
vestment advisory services, estate plan- 
ning and pension and profit sharing 
plans. Will files for future business also 
appear to be on the increase. Despite the 
1957 decline in the market, Common 
Trust Funds are reported as proving 
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ANNUAL REPORT 


Genesee Valley Union Trust Company 


ROCHESTER, NEW YORK 





very satisfactory media for the invest- 
ment of modest trust accounts. 

Excerpts from comments on trust de- 
partment growth (arranged geographic- 
ally) follow: 


The total assets of the department at 
the close of the year exceeded those of 
the same date last year by $16,954,492. 
Both the adjusted gross income and cash 
receipts for 1957 exceeded the same items 
for 1956, marking the highest income of 
any year in the history of the depart- 
ment ... A substantial number of new 
accounts producing recurring annual 
fees were added ... The non-recurring 
commissions for estates and guardian- 
ships were 26.25% less than for the 
preceding year. This serves to emphasize 
the value of the increase in recurring in- 
come ... Common Trust Fund earnings 
are stable ... The number of new wills 
far exceeds those maturing ... addi- 
tional personnel in estate planning. . 
Safekeeping and escrow services to other 
banking institutions within the state 
have increased ... The number of active 
trust accounts has increased steadily 
from 419 in 1947 to 699 in 1957. 

First National Bank, Montgomery, Ala. 


The upward trend of our trust busi- 
ness continued at an accelerated pace 
... Services in greatest demand by indi- 
viduals included agency and custodian 


functions, management of securities and 
administration of estates .. . new pen- 
sion and profit sharing plans ... Assets 
of the trust department were the highest 
in its history (an increase during the 
year of 28%) . Income reached an 
all-time high. 

California Bank, Los Angeles 


Trust assets reached an all-time high 
estate planning service used by many. 

Citizens National Trust & Savings 

Bank, Los Angeles 


A record year with substantial gains 
over 1956 ... Immediate fee business 
showed particularly good growth. Trust 
assets and fees climbed to highest levels 
in the history of the bank ... The de- 
partment now has a staff of nearly 600. 
Trust services are maintained at 12 lo- 
cations. 

Security-First National Bank, 
Los Angeles 


A successful year with gross income 
reaching an all-time high . . . substan- 
tial growth in number and dollar value 
of employee benefit trusts . . . Common 
Trust Fund in its third year serves 219 
trusts with average participation of 
$21,000. The fund has proven itself a 
satisfactory investment medium for 
trusts of modest size. 

Wells Fargo Bank, San Francisco 


(Continued on page 163) 
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Devise, Gift or Purchase? 


TAX CHorces IN AcOUIRING TRUST REALTY 


fFX\HE MOST WIDELY PUBLICIZED TAX 
| aes involving trusts center 
around decisions to create or not create 
trusts of one type or another. Less at- 
tention is paid to the details of acquisi- 
tion, management and disposition of 
trust properties. Yet these aspects can 
also present a variety of tax choices. 

Some of the ways in which the various 
rules affect tax planning for trusts in the 
acquisition of income-producing trust 
real estate are sketched below. 


The Basic Choices 


There are three normal ways of 
acquiring trust real estate: by devise on 
death, by gift during the grantor’s life- 
time and by purchase by an existing 
trust. Since the tax consequences differ, 
well thought out trust program 
should include consideration of the pos- 
sible advantages, both to the grantor 
and the trust, that may result from the 
way in which the property is acquired 
by the trust. 

For an illustration, take the case of 
Henry Fielding, an individual approach- 
ing the age of fifty with an estate in 
excess of half a million dollars. He has 
previously established a trust for his two 
children intending to divert himself of a 
portion of his estate during his life- 
time. In doing this his objectives in- 


any 


cluded, among other things, minimizing 
eventual estate taxes and lessening the 
attrition of income taxes during his 
lifetime. 

In establishing the trust and in com- 
plying with the donative program which 
he has established, Henry Fielding has 
used up his lifetime exemption, and in 
addition to the amount of his annual ex- 
clusions, has given over $100,000 to 
the trust. For the current year he pro- 
poses to give approximately $40,000 to 
the trust. 

included in his assets is an office 
building worth around $100,000. After 
taking depreciation based on his original 
cost and making the other adjustments 
required by law, his adjusted basis for 
tax purposes is $70,000, of which $5,000 
is allocable to land. 
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Henry Fielding is short of cash, does 
not want more ordinary income and is 
on the alert for capital gains. 

He has been advised that if he were 
to die immediately, even after making 
allowances for the marital deduction, 
his estate would be in a bracket above 
30%. If he sells the building, takes a 
capital gain on the sale at 25% tax and 
gives $40,000 of the proceeds to the 
trust, this would eliminate a lot of or- 
dinary income that he has been getting 
as rentals and provide him with the 
cash with which to pay taxes and make 
the gift. The tax cost of such a plan of 
action would be slightly in excess of 
$15,000, including long-term capital 
gain on the sale of the rental real estate 
and the gift tax on the $40,000 gift.’ 

This sounds very logical and sensible. 
But is there any other better way? 
Henry Fielding can retain the building 
in his estate to pass to the trust at his 
death, and give $40,000 in cash or other 
assets to the trust. This is the choice to 
leave the property by devise. He can 
give the trust an undivided 4/10 in- 
terest in the building, which at current 
market value of the building is worth the 
$40,000 he wants to give away. Or, he 
might transfer the building to the trust 
for $60,000. It should be noted that the 
trust should have no difficulty in raising 
the $60,000 out of its existing assets, or 
in any case, by borrowing against the 
security of the building. 

What are the consequences of these 
choices, assuming that, if the building is 

1The latter amount assumes that the annual ex- 
clusion is applied against the gift and the trust is 
of a type governed by Section 2503(6), I.R.C. The 


gift tax rate in this example is assumed to be 
2214%, based on the grantor’s previous gifts. 


transferred to the trust, the trust will 
hold it for some period of time for in- 
come purposes. 


Benefit to Trust — Basis 


Any benefit to the trust will depend 
upon the magnitude of its depreciation 
deduction. Depreciation, of course, is 
limited by the basis at which the trust 
takes the building. The rules applicable 
with respect to basis for depreciation are 
these: 


1) In case of property acquired as a 
result of devise, the trust’s basis is the 
value of the property at the date of 
the grantor’s death.? 

2) In case of property acquired by 
gift, the basis is the same as the 
grantor’s basis. 

3) In case of transfers to the trust, 
other than by devise or gift, the basis 
to the trust is the same as in the 
hands of the grantor, increased in the 
amount of gain or decreased in the 
amount of loss recognized to the 
grantor upon the transfer.4 Where the 
grantor transfers property to a trust 
by selling it, this means that the 
trust’s basis is the amount it pays the 
grantor for the property unless the 
grantor has sold the property at a 
loss. In that case, the trust’s basis is 
the same as the grantor.5 


Transfer by Devise 


Taking the choices listed above, we 
see that Henry Fielding can hold the 
property in his estate and give the trust 
other assets in the amount of $40,000. 
If he dies tomorrow, the building will be 
included in his estate at its full value of 
$100,000. If the building then passes to 
the trust, it will take as its basis its value 
at date of death, or $100,000. Of this 
figure, Approximately $80,000-$90,000 
is probably allocable to the building and 
subject to depreciation. 

Inasmuch as Henry Fielding had in- 
tended to give away only $40,000 in 
assets to the trust in the current year, 
leaving the building in his estate 
achieves as good a result for the trust as 
the grantor’s proposed plan and elimin- 

*Section 1014, I.R.C. 

‘Section 1015(a), LR:C: 


‘Section 1015(b), LR.C. 
Section 267(b) (4), I.R.C. 
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American Appraisals 
give the executor 
the value of the estate 


Trust officers and executors depend 
on American Appraisal Company’s 
over half-century of experience to 
provide the fair market values of 
physical property or closely held 
stock equities for estate or gift pur- 
poses and for distribution of assets, 
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ates the tax on the sale of the building. 
The only tax to be paid currently is the 
gift tax of around $7,650. The tax on 
the estate will be approximately the same 
in either case. 

In other words, if the grantor holds 
appreciated property, or property with 
a value greater than basis, and transfers 
it to the trust at his death, the result is a 
tax-free, stepped up basis to the trust. 
It would appear then that Henry Field- 
ing would be better off not to sell the 
building. If necessary, he should borrow 
against the security of the building in 
order to make his gift and pay the tax 
thereon. Of course, if his basis were 
greater than market value, the clear 
advantage would normally result from a 
sale by the grantor involving an ordin- 
ary loss under Sec. 1231 and a gift of a 
portion of the proceeds to the trust. 


Henry Fielding, however, is a stub- 
born man. Although he agrees that this 
program has advantages over his own 
plan, he still wants to get rid of the 
property in order to reduce taxes on the 
rental income. His high personal tax 
bracket makes a mere will 0’ the wisp 
out of the rental income. 


Transfer by Gift 


The second proposed alternative calls 
for him to give an undivided 4/10 in- 
terest in the building, worth $40,000, to 
the trust. This gets rid of 40% of the 
rental income, more in line with his 
objective. The only current tax is the 
$7,650 gift tax. But for the present the 
building continues to be depreciated at 
the same rate as before because the 
trust took his basis on its 4/10 interest 
and his basis on the remainder is, of 
course, also unchanged. If he should die 
tomorrow leaving the remaining interest 
in the building to the trust under his 
will, it would have a stepped-up basis on 
60% of the building. The estate tax 
would still be the same. 


Our grantor likes this solution some- 
what better. He is concerned, however, 
about the fact that he will still be re- 
ceiving 60% of the rental income and, 
moreover, he will have to find cash to 
pay the gift tax. 


Transfer by Purchase 


The next alternative plan is for Henry 
Fielding to transfer the building to the 
trust for $60,000. Because of the legal 


uncertainty® as to whether this is a com- 


®Because of many. decisions of the courts involv- 
ing gifts, it is logical that a transfer of this type 
should be treated as both a sale and a gift. If this 
were the case, 6/10 of the basis would be subject 
to Section 1015(b) and 4/10 subject to Section 
1015(a). There are, however, no decisions dealing 
with this situation and the Treasury Department 
might take the position that the entire transfer 





bination gift and sale, the recommended 
form of the transaction would be for 
our grantor to give the trust an un- 
divided 4/10 interest in the building and 
then sell it the other 6/10 interest for 
$60,000. 

What happens here? First of all, our 
grantor will have solved his problem of 
eliminating rental income. Secondly, he 
will have adequate cash in hand to pay 
taxes and use for other purposes. The 
current taxes will, however, be higher. 
In addition to the $7,650 gift tax, the 
grantor will have a tax of $4,500 on the 
sale of the 6/10 interest. The trust, 
however, will have a stepped-up basis 
for the land and building of $88,000 of 
which approximately $82,000 is al- 
locable to the building and subject to 
depreciation. The increase in basis is the 
amount of capital gain which Henry 
Fielding had on the sale. Inasmuch as 
the trust’s income from its properties 
probably places it in a tax bracket of at 
least 25°%, the capital gain to Henry 
Fielding should be more than offset by 
the tax benefit to the trust. 


The result is that our grantor can 
completely divest himself of the build- 
ing and rental income from it, and have 
cash with which to pay taxes on the 
transfer. In addition, the trust gains a 
stepped-up basis. While this is not as 
high as the step-up resulting from death, 
it is substantial. Currently there is a tax 
payable on the capital gain, but a con- 
siderable saving is achieved as a result 
of the switch of rental income from the 
grantor to the trust. 


Conclusion 


All in all this is probably the best 
solution to Henry Fielding’s donative 
problem, having in mind all the factors 
of tax consequences, cash requirements 
and basic planning with respect to in- 
vestment policy. 

The foregoing illustrates the relative 
consequences of various choices by 
means of which a trust will normally 
acquire its real estate. Each situation 
offers a positive choice and can be con- 
trolled by a clear-cut decision. There is 
ample room for the play of ingenuity in 
finding solutions to other problems of 
like character. Each, of course, depends 
upon the circumstances of the trust and 
its grantor, and the judgment of the 
planner will dictate the eventual course 
to be followed. 


a Bb & 


was covered by Section 1015(b), constituting a 
sale at a loss, and the basis to the trust would be 
the same as to the transferor. The recommended 
form of the transaction avoids such a possibility 
and results in a stepped-up basis to the trust. 
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TERMINATION OF TRUSTS FOR CHILDREN 


' Guides for Drafting Partial and Complete Distribution Clauses 


HENRY W. BROCKENBROUGH 


Trust Officer, State-Planters Bank of Commerce and Trusts, Richmond, Va. 


HERE IS DOUBTLESS NO AREA OF 
; peed planning in which there are 
more misconceptions and examples of 
inadequate draftsmanship than in the 
termination provisions of a trust for the 
settlor’s children. 

Not infrequently the conception of 
these legal curiosities occurs when the 
testator reminds his attorney that he 
wants “just a short, simple will.” This 
advice is offered. even though one or 
more trusts may be indicated, and to a 
lesser degree the same plea for brevity 
is made when an inter vivos trust is to 
be prepared. The client may be more 
conscious of the legal fee with which he 
will immediately be assessed than in 
possible litigation in the future which 
he, himself, cannot foresee. 

The draftsman who accedes to the 
client’s request in this regard is selling 
short his own function, that of express- 
ing in words capable of accurate inter- 
pretation all of the settlor’s wishes with 
regard to the trust for his children. 
While a shorter trust instrument may be 
more understandable to the settlor, there 
may be many contingencies overlooked 
which he is not trained to uncover and 
should not be expected to have” con- 
sidered. The adoption of the settlor’s 
own language, while it may seem more 
understandable to him, may result in 
varying interpretations to other persons: 
and not infrequently the legal connota- 
tion is vastly different from that which 
the settlor had in mind. 

While the perfect trust may never be 
written, the instrument should be de- 
signed to cover accurately all contingen- 
cies which may reasonably be antici- 
pated. Undoubtedly, the trust can be 
stated to cover situations so remote as 
to seem ridiculous. On the other hand, 
the settlor, and often the attorney, may 
fail to distinguish between those things 
which are unlikely to occur and those 
which are remote only as to time. 


Fixing Time for Distribution 


In many cases, the children are of 
This article, written at the request of Trusts 
AND ESTATES, is based on a thesis submitted in 
1957 in partial fulfillment of the requirements of 
The Graduate School of Banking, A.B.A. 
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sufficient maturity that the settlor has 
some idea of their potential strengths 
and weaknesses and can convey to the at- 
torney his personal wishes as to the de- 
sired term of the trusts for each child. 
In many other cases, however, the 
children are too young to have de- 
veloped definite patterns of future be- 
havior, and the parent looks to his at- 
torney or his trust officer for experience. 

At this point, it is difficult for the 
best estate planner to differentiate be- 
tween a practical solution to the client’s 
problems and his own philosophy with 
regard to raising children. The answer 
is, of course, that there can be no ideal 
distribution age to recommend to a 
parent, whether the child be a son or a 
daughter. The solution lies, rather, in 
discussing with the settlor the pitfalls 
and advantages that may result from 
early or postponed distribution, allow- 
ing him to select for himself the future 
path his children will follow. 


Difference as to Sex 


The average young man today must 
have far more schooling than his coun- 
terpart of a generation or two ago in 
order to succeed in a highly technical 
and specialized world. For this reason, 
the period’ when a son must rely upon 
his parents for support has been ex- 
tended. The father who began to support 
himself at nineteen, and whose father 
before him went to work at seventeen 
can reasonably expect his son to need 
his financial help until he is twenty-two 
or twenty-three. It seems plausible, there- 
fore, that the change in the educational 
and financial maturity of the coming 
generation should be reflected in their 
parent’s wills. 

There is a general feeling in this 
country that daughters are more naive 
in monetary matters; and that scheming 
husbands are apt to run through any 
inheritance which their spouses may re- 
ceive and leave them for financially 
greener pastures. Actually, while a son- 
in-law may be no more prone to take 
advantage of his spouse than may be 
a daughter-in-law, the economic situa- 
tions of the son and daughter are not 


in balance. The son will usually have 
had more training in business or pro- 
fessional courses and is, by education 
and often by temperament, better 
equipped to manage his own finances. 
The same training may also enable him 
to recoup a loss of his inheritance which 
may not be possible in the case of his 
sister. 

There is a good deal of justification. 
therefore, in the tendency of many par- 
ents to trustee a daughter’s inheritance 
for her lifetime, while making distribu- 
tion to a son at a relatively early age. 

A normal period of postponement of 
a son or a daughter’s inheritance may 
unduly penalize the child whose sense of 
financial responsibility has 
sooner than 


matured 
if the 
will contains liberal encroachment pro- 
visions in the discretion of the trustee, 
the possible disadvantages of the trustee- 
ship may be converted into attributes 
with the child looking to the trustee for 
counseling concerning the choice of a 
home or the opportunities offered by a 
business venture. 


average; however, 


The final choice of ages will depend 
upon a predetermination by the settlor 
of the needs and abilities of his own 
children. It does seem to the writer that 
distribution at age twenty-one (or the 
age of legal majority, if younger than 
twenty-one) places too much emphasis 
on a milestone which has more legal than 
practical significance, and will be pre- 
mature in the average situation. On the 
other hand, if the settlor does not deem 
it wise to make distribution to his child 
until after thirty-five, it may be better to 
hold that child’s share in trust for his 
lifetime. It seems unlikely that the na- 
ture or abilities of the child would 
change sufficiently after this age to make 
distribution desirable a few years there- 
after. 


Education as Termination Factor 


The settlor’s decision will probably 
take into account the normal termina- 
tion of his child’s education. Certainly. 
it would be a disturbing influence to 
thrust a sizable inheritance on a college 
sophomore, who needed to devote his 
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full attention to his studies. On the other 
hand, it is impossible to predict the 
duration of a child’s education, which 
might continue into graduate school or 
be interrupted by duty in the armed 
services. 

Generally speaking, it is not desirable 
to terminate the trust estate upon “the 
termination of my child’s education at 
any time after he becomes of age.” Such 
a clause might encourage a child to 
discontinue his education prematurely, 
perhaps to marry or to take advantage 
of a get rich quick business venture. 


Treatment of Advancements 
from Trust 


Often the settlor will wish to include 
a provision that expenditures of princi- 
pal for his children be charged against 
their ultimate inheritance. In such cases, 
it would seem well to provide that the 
trustee will not incur any liability if the 
sum so expended is greater than the 
share to which such child or his issue 
may ultimately become entitled. 

Many draftsmen who have attempted 
to confine the use of principal to a 
child’s probable share have discovered 
that provisions of this kind are, at best, 
likely to be awkward if not ambiguous 
in nature. 

Where the settlor is able to provide 
more liberally for his offspring, he may 
prefer that no expenditures of prin- 
cipal for the support and education of 
any child be considered as an advance- 
ment to be charged against his ultimate 
inheritance. In such cases, the parent is 
merely providing for his children in the 
same fashion that he would follow if 
he lived to see all of them reach matur- 
ity. On the other hand, where principal 
is used for the purchase of a home for 
one child or to establish him in a busi- 
ness or profession, most parents will 
want to consider this as an advancement, 
and whenever such purposes are in- 
cluded, the estate planner should be 
allerted to ascertain the settlor’s exact 
wishes in this regard. 


Installment Distributions 


Parents frequently ask whether it is 
preferable to make several disburse- 
ments of the trust estate at different ages 
or to hold the fund intact until the de- 
sired age of maturity. 

Most trust officers will say that they 
have seen as many bad examples of 
staggered distributions as cases in which 
the children benefited from such a 
clause. The parent who wishes to include 
such a provision in the trust hopes that, 
if his child makes mistakes in managing 
the first installment of his inheritance, 
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he will profit from those mistakes and 
be better equipped to handle his ultimate 
inheritance, which may be a larger frac- 
tion of the trust. In many cases this 
philosophy backfires. Instead of profit- 
ing from his mistakes, the child develops 
bad financial habits. These traits may 
arise out of his knowledge that no matter 
how he spends or invests his money, he 
has more coming to him at a later date. 
He looks upon the trust fund as an eco- 
nomic dike, impervious to his extrava- 
gances or speculations. It is not unlikely 
under these circumstances that these 
habits will stay with the child until he 
has gone through each stage of his in- 
heritance including the last. 

The writer suggests that, instead of 
multiple distributions of principal, the 
income be paid to the child after he 
reaches an age of maturity to be speci- 
fied by the settlor,* with all of the 
principal being turned over to him at a 
later date. Prior to the child’s attaining 
maturity, any disbursements of principal 
or income would, in the discretion of 
the trustee, be paid to or applied for the 
use of the beneficiary. After that date, 
the payment of income would be made 
directly to the child even though past 
experience might indicate that the child 
was a spendthrift. 

Obviously, it will be quite a responsi- 
bility for a child to receive a large in- 
heritance when he has never had any 
experience with managing money or in- 
vestments. The automatic receipt of in- 
come may do several things for the bene- 


*In some states, of course, income must be paid 
to the beneficiary on attaining legal majority. 










ficiary to prepare him for this responsi- 
bility. He will begin to .profit or suffer 
from the way in which he manages his 
own funds. He will be in a better posi- 
tion to understand the earning potential 
of his future inheritance and to study 
the successful and the unsuccessful in- 
vestments made by the trustee. Instead 
of living from one installment distribu- 
tion to another, he may become more in- 
terested in the continuity of income and 
the preservation and growth of the prin- 
cipal of his future inheritance. 


Correct Phraseology 


When the settlor prefers to have the 
trust estate distributed in two or more 
installments, the draftsman should be 
careful to state correctly the proper frac- 
tion or percentage of the fund to be re- 
leased to the beneficiary. It may seem 
elementary to discuss this point, yet 
many trust instruments reflect examples 
of poor arithmetic. 

All too often we see a provision that 
the trustee shall pay” . . . one-third of 
the estate to my son at the age of twenty- 
five years, one-third at the age of thirty 
years and the remaining one-third at the 
age of thirty-five years.” The question 
arises, however, “one-third of what?” 
The language used could not mean one- 
third of the original dollar value of the 
trust estate, because if the estate had 
appreciated in value, three-thirds of the 
original value would leave a portion of 
the fund undistributed at age thirty-five. 
Nor can it mean one-third of the trust 
fund as constituted on each payment 
date, because here again the trust estate 
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would never be completely distributed. 
Two-thirds of the fund as it existed at 
age thirty-five would remain. 

A suggested clause might read as fol- 
lows: 


“My trustee shall pay over and de- 
liver to my son, free of further trust, 
one-third of the trust estate as it is 
then constituted when my son shall 
attain twenty-five years of age; one- 
half of the remaining trust estate at 
the age of thirty years and the re- 
mainder of the trust estate, including 
any accrued income thereon, at the 
age of thirty-five years.” 


Of course, if this were a testamentary 
trust, additional language would be 











necessary to cover the situation where 
the son might already be above one or 
more of the specified ages at the testa- 
tor’s death. Care should be taken to en- 
title him to each distribution that would 
have been made prior to his attained 
age, not just the last. For example, if the 
son, in this case, were over the age of 
thirty years at the testator’s death, he 
should get not “one-half of the trust 
estate as then constituted”; but “One- 
half of the principal of the trust estate 
as it is then constituted after having 
made distribution hereinbefore provided 
for my son upon his attaining the age of 
twenty-five years.” 
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CHICAGO 2 


Termination in Discretion 
of Trustee 


In some instances a parent will pre- 
fer to have his estate held in trust for 
his child until the trustee deems that the 
child is capable of managing his in- 
heritance. In most cases such a provi- 
sion will appear in the will of a parent 
who has some doubts as to the future 
mental or physical capabilities of his 
child. The settlor may also be concerned 
over the child’s extravagance or, per- 
haps, insobriety. 


To protect the child against future 
circumstances, the parent clothes the 
trustee with a mantle of great discretion 
and responsibility. While the purposes 
motivating such a clause may be worthy, 
the prudent trustee will nevertheless wish 
to examine the exact terms of such a pro- 
vision before it agrees to accept the trust. 

Unfortunately, many clauses dealing 
with the continuation of the trust for a 
child express a lack of confidence in the 
child’s abilities or in his personal char- 
acter. In come cases the trust instrument 
even goes so far as to cite past short- 
comings of the child, or to express 
doubts as to the child’s capabilities. The 
attorney should advise the settlor who 
wishes to include such language in the 
trust as to whether or not the particular 
trust instrument under consideration will 
become a matter of public record. Dis- 
closure will not only embarrass the child. 
but is likely to make it exceedingly diff- 
cult for him to overcome the shortcom- 
ing with which his parent has marked 
him, if it indeed exists. 

Where the trustee is to have the power 
to continue the trust beyond its normal 
distribution date for an expressed cause, 
the cause should be one that is determin- 
able, or if the determination cannot be 
made with complete accuracy, the 
trustee’s decision as to the cause should 
be absolute. 


Debts of Deceased Child 


Where the trust will continue for the 
lifetime of a child, the settlor may wish 
to specify that the trustee will provide 
for the child’s “just debts, funeral ex- 
penses and estate and inheritance taxes.” 
The settlor’s wishes are understandable, 
and often the attorney will include such 
a provision without further thought. 
Consideration should be given to re- 
stricting clauses of this type, which do 
not have the same legal implications as 
the same language in the settlor’s will. 
Most jurisdictions have statutes regulat- 
ing the proof and payment of a de- 
cedent’s debts, and the executor who fol- 
lows this procedure will be relieved of 
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personal liability. These protective pro- 
visions may not extend to a trustee who 
is directed to pay the same charges 
against the estate of an income bene- 
ficiary. Creditors of the child’s estate, 
therefore, would not be barred from 
bringing action against the trustee until 
the statute of limitations had run against 
their claims. 

When such a provision is desired, the 
trustee should be “authorized” to pay 
claims against the child’s estate of which 
it has actual knowledge within a given 
period of time. It should be further 
provided that in no event should any 
creditors of the child’s estate be deemed 
to have a claim or right of action against 
the trustee or the trust estate because 
the trustee failed to pay any claim, even 
though the same might have been a legal 
charge against the child’s estate. 


Distribution to Issue of Deceased 


Child 


In making distribution after an inter- 
vening life estate, e.g., for the settlor’s 
many trust instruments contain 
a provision which reads something like 


wife, 


this: “Upon my wife’s death, my trust 
estate, or the then remaining portion 
thereof, shall be paid over in as many 
equal shares as I may have then living 
children and deceased children who are 
survived by issue, such issue to take their 
parent’s share, per stirpes.” Without go- 
ing into the legal technicalities of what 
the term “survived by issue” denotes, it 
is suggested that this language may vest 
an interest in the estate of deceased issue 
who survived their parent, but not the 
wife who is the life tenant. 
While the court might reach a different 
conclusion, it is suggested that language 
of this type may be dangerous, particu- 
larly in states which favor early vesting 
of trust interests, This could mean an 
otherwise unnecessary qualification or 
reopening a closed estate. 


settlor’s 


The following language is suggested: 

“Upon my wife’s death, my trust 
estate, or the then remaining portion 
thereof, shall be paid over in equal 
shares to my then living children and 
to the then living issue collectively of 
any deceased child of mine, such issue 
to take their ancestor’s share, per 
stirpes.” 

In this suggested clause the word 
“ancestor’s” has been substituted for 
the word “parent’s” to include bene- 
ficiaries in a more remote generation— 
a possibility often overlooked. 


Share of Child Who Dies Without 
Issue 


When a child dies before he becomes 
entitled to receive his share free of trust, 
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this share most frequently is paid over to 
his then living issue. If he has none, it is 
frequently provided that his share “will 
be paid over into the other shares 
originally created hereunder, to be 
added to and become a part of such 
shares, being held or distributed ac- 
cordingly.” The original shares referred 
to are established for the children of the 
settlor and the issue of deceased 
children. It is intended by this language 
to add the deceased child’s share to such 
of the other shares as are held in trust, 
or to pay such shares over to the bene- 
ficiaries if the trusts have terminated. 
Here again, however, the references to 


“shares originally created” might vest 
an interest in an original beneficiary who 
is not now surviving. 


The following language is suggested 
as curing this defect where children and 
their issue take in the usual, per stirpes, 
fashion. 


“If my child is not survived by 
issue, his share or the then remaining 
portion thereof, shall be paid over to 
my then living issue, per stirpes; pro- 
vided, however, that the shares of any 
such beneficiaries, for whom a part of 
my estate is being held in trust under 
this will, shall be added to such trusts 
and be administered as if an original 
part thereof.” 
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TESTAMENTARY TRUST FOR INSURANCE 2 


Advantages and Problems under Law Permitting 
Policy Designation of Testamentary Trustee 


HENRY COOPER 


Rose, Rose & Houston, Pittsburgh, Pennsylvania 


[In recent years, there has been widening 
discussion of the possibility of naming a tes- 
tamentary trustee as beneficiary in a life in- 
surance policy. While the following article 
deals specifically with a 1957 Pennsylvania 
statute permitting such designation, the an- 
alysis should be useful in other states where 
the device is under consideration. Ed. Note.] 


N AMENDMENT TO PENNSYLVANIA’S 

Estates Act* last year purports to 
make it proper to designate a testa- 
mentary trustee beneficiary of life in- 
surance proceeds, thus bypassing ad- 
ministration expenses and the claims of 
creditors. This provision reads: 


“Designation of Insurance Bene- 
ficiaries Not Testamentary. The des- 
ignation of life insurance shall not be 
considered testamentary regardless of 
whether the insurance contract desig- 
nates the ultimate beneficiaries or 
makes the proceeds payable directly or 
indirectly to a trustee of a trust under 
a will or under a separate trust in- 
strument which designates the ulti- 
mate beneficiaries and regardless of 
whether any such trust is amendable 
or revocable or both or is funded or 
unfunded and notwithstanding a res- 
ervation to the settlor of all rights 
of ownership in the insurance con- 
tracts. Unless otherwise expressly pro- 
vided in the conveyance funds or other 
property so passing to a trust under 
a will shall become and be a part of 
the testamentary trust to be admin- 
istered and disposed of in accordance 
with the provisions thereof without 
forming any part of the testator’s 
estate for administration by his per- 
sonal representative.” 

I think there is no doubt of the legis- 
lative attempt to permit both direct and 
contingent designation of a testamentary 
trustee to receive life insurance proceeds. 
Nothing is said in the Act about death 
benefits of an annuity contract. In most 
legislation in this area such a contract 
Is given independent significance. 


inheritance Tax Question 


It :s clear that administration expenses 
are bypassed and I am confident also 
that a spendthrift provision in the will 
will give protection against creditors, 


——__. 


Fro a address before Pittsburgh Life Insurance 
and Trust Council, Jan. 13, 1958. 
*Section 8, effective July 11, 1957. 
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but what about the inheritance tax ex- 
emption? Myers’ Estate, 309 Pa. 581 
(1932) held that where proceeds of in- 
surance had been made payable to a 
trustee of an instrument providing that 
the trust should be held for the benefit of 
the persons named in the will of the in- 
sured, they were subject to inheritance 
tax. The underlying principle of this 
case was that a will being ambulatory, 
there could be no beneficiaries ascer- 
tained until after the death of the in- 
sured. 


Is this good law today? 


Paragraph (d) of the Act of 1919 
as amended establishes the exemption of 
life insurance proceeds from the inheri- 
tance tax: 

“ . . the proceeds of policies of life 
insurance, payable otherwise than to 
the estate of the insured, and whether 
paid directly by the insurer to bene- 
ficiaries designated in the policies, or 
to a trustee designated to or for the 
benefit of such persons or classes of 
persons under such plan and in such 
estates as may have been prescribed 
by the insured under agreement with 
such trustee, shall not be included in 
imposing any tax under this section.” 
Note the exception to the exemption 

is “proceeds . . . payable . . . to the 
estate of the insured.” I believe it could 
be argued that proceeds payable to a 
testamentary trustee for named _per- 
sons fall within the exemption. Section 
14(a) of the Wills Act states that “every 
will shall be construed, with reference 
to the testator’s real and personal estate, 
to speak and take effect as if it had been 
executed immediately before the death 
of the testator.” Thus. can it not be said 
that beneficiaries named in a _ testa- 
mentary trust are ascertainable prior to 
the death of the insured? Even though 
the above provision was in force prior 
to the decision in Myers’ Estate, it was 
not referred to in that case and I believe 
could now be raised as a point of argu- 
ment in favor of exempting from in- 
heritance tax proceeds payable to a 
testamentary trustee. But would we dare 
so advise our clients and customers if a 
15% tax were involved? 


One may say the taxing authorities 
will never agree to a potential loss of 
15% tax on collaterals who have been 
made beneficiaries of trusts under will 
comprising insurance proceeds. But why 
not? If the tax can be eliminated by 
the insurance trust device, imposition 
of the tax in light of new Section 8 
would be to penalize the thoughtless and 
perhaps ill-advised. 


Death of 


Insurance Trust? 


If we assume the inheritance tax prob- 
lem will be favorably resolved, does 
this mean the death of the insurance 
trust? 

What about you in the trust business? 
Isn’t it true that the deposit of a living 
instrument with insurance policies at- 
tached gives some hope of retention of 
that potential business—greater, let us 
say, than would be true in the case of 
a deposit of a will? Perhaps at the 
time of the deposit you know that there 
will be proceeds of insurance payable to 
the trustee named. The following day, 
however, things can happen of which 
you know nothing. In the case of an 
insurance trust at least you must be 
notified of its revocation. 

Or suppose you have carefully 
worked out an estate plan, mentally al- 
locating a portion of the insurance to 
the meeting of cash requirements. Later 
on an enthusiastic settlement option 
man, unbeknownst to you, ties up all 
that ready cash and forgets about the 
marital deduction too. 

We have always liked, if possible, to 
integrate the combined assets of hus- 
band and wife into a unit after both have 
gone. We have done this in the past by 
making the insurance trust the final de- 
pository of these assets through relative- 
ly simple wills. What will we now do 
about Mother’s will? Can we provide 
that her relatively meager assets, if her 
husband fails to survive her, shall be 
added to a trust established by his will? 
Section 8 of the Estates Act is clearly 
captioned “Designation of Insurance 
Beneficiaries Not Testamentary” and 
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does not contemplate transfer of assets 
by will directly to a testamentary trustee 
named in the will of another. 

And then de we not want to retain 
potential trust business where an in- 
sured moves out of the state, even though 
we lose the executorship? Nor can we 
forget the many instances where an ir- 
revocable insurance trust can be effec- 
tively used. And how about the insured 
who wishes to surround his estate plan 
with privacy? 


Spouse’s Rights 


Another interesting speculation has to 
do with the rights of a surviving spouse 
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where proceeds of insurance are made 
payable directly to a testamentary 
trustee for the benefit of someone other 
than the spouse. Section 11 of the 
Estates Act of 1947 made it clear that a 
policy of insurance payable under an in- 
surance trust was not to be included 
in the assets against which a surviving 
spouse may assert his or her rights. 

I am confident that the legislators did 
not intend in the present amendment to 
change the effect of Section 11, but did 
they perhaps inadvertently do so or 
can we conclude that the effect of the 
Act is to continue to treat transfer of 
proceeds of insurance directly to a testa- 
mentary trustee as being non-testa- 
mentary in nature? 


Contingent Trust 
Buried 

But I do not believe we have buried 
the contingent insurance trust. And let 
us have no mourners! Even with pos- 
sible impact of some inheritance tax, 
there is no occasion to use this device 
in the manner heretofore in practice. 
Occasionally special circumstances may 
call for its use, but the 1957 amendment 
is a substantial answer to our problem 
and still preserves to the underwriter 
the sales gimmick he has used so effec- 
tively in the past. 

The switchover from the contingent 
trust, however, does present several diffi- 
culties. The first of these involves the 
type of draft will which should be used 
since we will no longer have a living in- 
strument which can serve as the de- 
pository of the combined estates. Since 
there is grave doubt of the right of one 
spouse to pour general assets over to a 
testamentary trustee named in the will of 
the other, I would suggest that the wills 
be identical in nature, each providing 
in the event of common disaster for a 
testamentary trust for the children, using 
a short form of powers, but broad in 
their nature. This then means that two 





trusts could arise, one of which would he | — 
inconsequential in size. It is suggested — 
that an identical trustee be named in 
each and each contain a provision per- 
mitting the assets of each to be admin- 
istered as a unit. This would seem io | | 
meet the contingency of simultaneous | ! 
death. 

Where there is a period of survivor- | 
ship of one spouse, in most of the cases | 
it has been unnecessary to probate the 
will of the first spouse to die due to the 
fact that practically all the assets are in 
the joint name of the spouses. 


; 


Company Acceptance 


The perhaps greater difficulty will be 
to secure the acceptance of the new , 
law by the insurance companies. In the | 
past they have notably resisted the desig- 
nation of a trustee under the will as 
beneficiary of insurance proceeds, on the 
ground that a will is ambulatory and 
the company paying out the proceeds 
may end by paying them into court and 
thus be involved in unpleasant litigation. 
A few companies have, however, agreed 
to accept designation of a trustee under 
a will with protective language that if 
there be no will admitted to probate 
within a specified period of time or if 
there be a will designating no trustee or 
a trustee other than the one designated 
in the policy, at the date of the insured’s 
death, then the proceeds are to be pay- 
able to X or to the estate of the insured. 

I am advised that at least one com- 
pany has indicated its willingness to ac- 
cept a designation of a_ testamentary 
trustee under the will of either the in- © 
sured or his wife, whoever survives. 
without requiring the name of that 
trustee. It strikes me that this resolves 
the problem if we can but secure the ac- 
ceptance of this method by all of the in- 
surance companies. 

Is the insurance trust dead? It may 
not be as well as it was. but as yet | 
hear no Cheyne-Stokes breathing. 
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TRUST “~ 


Metropolitan size, 

highly trained personnel and 
progressive policies have made 

our Trust Department outstanding i 


among suburban banks 





MONTCLAIR, NEW JERSEY 


Branches: Upper Montclair @ Verona @ Watchung Plaza 
Member Federal Deposit Insurance Corporation 
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USE OUR EXPERIENCED TRUST ORGANIZATION TO ASSIST YOU 


— ANCILLARY ADMINISTRATION of California assets in estates of non- 


resident decedents. Fees as per statute. 


— HOLDING TITLE to Southern California real estate with or without the 


added duties of management. Reasonable fees to be fixed by agreement. 


— SERVICING of real estate loans in Southern California for Banks and 
Insurance companies. Reasonable fees to be fixed by agreement. 


—— SECURING APPROVAL of current trust accountings from beneficiaries resid- 
ing in Southern California. We are happy to do this without charge. 


COMPLETE TRUST SERVICE FOR INDIVIDUALS AND CORPORATIONS 


California Bank 


629 SOUTH SPRING STREET - LOS ANGELES 54, CALIFORNIA 





> 
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OFESSIONAL: INVESTORS DIGEST 


Sidelights . 





ELECTRICAL EQUIPMENT 
(Continued from page 98) 


company itself has no control over the 
design or purchasing policies of the 
users of their products. Even where 
bread-and-butter items are concerned, 
such as starters and regulators, the 
choice of brand lies with the contractor 
or sometimes the architect. 

That management recognizes _ this 
problem is evident from its emphasis on 
technically trained sales personnel who 
can aid customers in the design and ap- 
plication of equipment and carry back 
to the plant ideas for improvement, 
simplification, standardization, or for a 
better custom-tailored job. 

Combination of the sales function with 
the engineering background seems logi- 
cal in this business, and is supported by 
company training courses in Milwaukee 
and in district offices with distributor 
organizations. As an added attraction for 
ambitious employees and college grad- 
uates the company underwrites sub- 
stantially further studies at the Univer- 
sity of Wisconsin and at Marquette Uni- 
versity. The retention ratio of about 
90% of the Engineering staff is sig- 
nificant, as it often takes about five years 
to orient new engineering graduates for 
the dual company representative-techni- 
cal consultant relation with customers. 


Review and Planning 


Frequent reappraisal of each divi- 
sion’s projects sets the basis for finan- 
cial planning of development work and 
keeps the staff on their toes. 

This investigative independence is also 
encouraged as a means of new discovery 
or adaptation as distinguished from the 


. Trade Winds . 


. Memos... Portfolio Studies 


very extensive and often more formally 
organized R&D at General Electric and 
Westinghouse, where the range is from 
nucleonics to ionics to cosmology. It has 
no joint arrangements with other compa- 
nies or scientific laboratories or schools, 
but conducts special work with Armour 
Institute and Battelle Memorial Institute. 
The two-way flow of ideas is fostered by 
frequent report meetings with top man- 
agement as well as through discussions 
with department heads. 


Use of Funds 


In the discussion following that on 
coordination of R&D with production 
and sales, it was remarked that in a 
highly technical line of enterprise a 
financial viewpoint can be of unusual 
import, not as a bookkeeper but to look 
at operations and markets from the 
aspect of the best use of capital funds 
as well as income. This approach logical- 
ly leads to cost comparisons which may 
serve notice that some items can be 
dropped or combined, or that profit pos- 
sibilities be explored in building-out 
some products not only to obtain more 
sales but to gain control of specifications 
where now subject to sub-contracting. 

An astute financial executive is not 
interested in saving money but in spend- 
ing it—in places where it will earn better 
wage and attractive reputation. He will 
obviously already have set aside the pay- 
out and cushion funds. Can certain mar- 
kets be more intensively cultivated; 
should some present ones be by-passed 
or handled more economically? Are we 
spending enough on design to catch the 
buyer’s eye, or to simplify our opera- 
tions? 





Marine installations are designed to resist the elements, including Atlantic storms. 
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. Funds Index . .. Reports 


Thinking of accumulated capital as a 
means of opening up a new (but neces- 
sarily related) business, the financial 
viewpoint looks for alternatives in put- 
ting it to work. Idle, it’s a costly luxury 
—to the extent it is not a necessity. 
Where can we invest company money 
in research projects? In men — the 
present ones as well as the new ones? 

Stockholders have a quite natural in- 
clination to want their company to suc- 
ceed. How can we correlate that interest 
with the sales program? Have we got a 
good sales program? The finance officer, 
like the private investor, knows that you 
have to spend money to make it. And 
spending it in industry on which other 
industries and individuals more and 
more rely can be most satisfactory both 
to the company and the investor. 


Financial Forecasting 


Cutler-Hammer, although dependent 
at this time upon defense work for only 
about 5% of annual sales, has pioneered 
many devices for the Air Force and 
Navy. For the first it supplies relays, 
contactors and circuit breakers, in addi- 
tion to a broad range of utilitarian 
gadgets such as flip switches on airplane 
control panels. It has been a major spe- 
cialized supplier to the Navy for 50 
years and has to its credit control sys- 
tems for gun turrets and other switches 
and equipment designed to resist high 
shocks incidental to combat or heavy 
impact conditions. In today’s high-alti- 
tude, supersonic aircraft and missiles 
will be found their hermetically-sealed 
power relays encased in glass coated 
steel. 

Under Mr. Ryan’s management, em- 
phasis has been placed upon financial 
forecasting. including correlation of in- 
coming orders with inventory to avoid 
imbalances. For instance, downturn of 
new orders in November 1956 motivated 
a gradual inventory adjustment which 
totalled $3 million during 1957. In 
November 1957 further slackening ap- 
peared, with the backlog down to $18.8 
million as compared with $20 million at 
the start of 1957. The decline is particu- 
larly noticeable in the “bread and 
butter” items going into capital goods, 
but it also carries over into consumer 
durables, such as refrigerator controls. 
Institutional building components, how- 
ever, are holding steady. For operating 
efficiency, the ideal backlog is some- 
where in the area of three to four months 
business. 
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Current Costs and Prospects 


The always important item of general 
research appears in Cutler-Hammer’s 
operations under the heading of “tech- 
nical expense” which embraces de- 
velopment of new products, keeping 
existing lines abreast of competition and 
engineering specific jobs which require 
special study. Outlays in this area are 
not stinted but figures are not released 
for competitive reasons. 

Capital expenditures in 1958 will be in 
the $4-$5 million range and this year 
should mark the end of non-recurring 
expense incident to closing the Bronx 
plant and starting up the new operation 
in Lincoln, Illinois, where production 
will include circuit breakers and safety 
switches to meet the rising needs of in- 
creased population. 


In connection with this new facility, 
Mr. Ryan noted they could count upon 
an ample supply of semi-skilled labor 
but that skilled personnel might prove 
initially a bit of a problem. Questioned 
as to concentration of production in Mil- 
waukee, known as a high-cost labor area, 
he cited the availability there of compe- 
tent, steady, skilled help. 


Despite the fact that the volume of 
incoming orders is presently on the de- 
cline and that steadily rising costs are 
reducing profit margins, Mr. Ryan ex- 
pressed confidence in the longer-range 
outlook for the industry and for Cutler- 
Hammer. 


The electrical industry is expected by 
some observers to grow at a rate of five 
times greater than the overall economy 
and, as a corollary, that the motor con- 
trol field will outstrip this rate, one has 
the basis for great optimism, even if the 
current year should reflect in their op- 
erations response to the expected decline 
in industrial spending for new plant and 
equipment. 


Products for All Industries 


introduction of the manual 
starter (1892) Cutler-Hammer 
has presented an array of ingenious de- 
vices for putting electricity through its 
paces: first overhead crane control in 
190, battleship rudder control 1905, 
electric measurement of gas flow 1908, 
the first “packaged” motor control unit 
in 1921 to the recent multi-unit Control 
Center made of standard parts that can 
be assembled to a wide range of control 
sizes and types. Added up they spell 
Automation for an ever increasing num- 
ber of factories and other power users 
from electric hand-tool switches and 
AC-DC manual regulators to special con- 
troliers used in metal processing, cement- 


Since 
motor 
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making and in other heavy industries. 

The Company’s principal product is 
Motor Control. In its many diversified 
forms it plays an important part in all 
segments of industry. It controls motors 
manually, automatically, and electronic- 
ally in the production of steel, automo- 
biles, textiles, rubber, oil, chemicals, etc. 
It is used to control the presses which 
print newspapers and magazines. It is 
used in mines, on bascule bridges, on 
locks and dams, on airplanes, ships, 
trains, machine tools, and motor driven 
machinery of all kinds. This is an ex- 
panding market with good profit pros- 
pects as the steel mills and press con- 


trols have already proven, where failures 
are too dangerous to depend on any but 
the most accurate and reliable process 
controls. 

While a large part of this industry’s 
work is custom-made, much is done by 
special design and assembly of standard 
units. What has been learned and de- 
veloped for multi-speed or synchronized 
controls in the machine-tool field, for 
example, can be applied directly or by 
re-composition to the full cycle of auto- 
mated glass-making; to textile mills; 
and new fields are constantly being 
opened up for automatic motor and 
process control. 





CLOSE CORPORATION 
VALUATIONS 


another service available through 
The Studley, Shupert Trust Investment Council 


There is an increasing recognition of the desirability of an independent, 
expert valuation of privately owned businesses and closely held cor- 
porate securities for determining inheritance and estate taxes and 


intra-estate settlements. 


Throughout its nearly 30 years, the Boston-Philadelphia invest- 
ment counseling firm of Studley, Shupert & Company, Inc. has been 
making such valuations on a limited basis. With the growth of the 
Studley, Shupert Trust Investment Council during these last 10 years, 
this phase of the firm’s services has been expanding steadily, and has 
included valuations for conservator, corporate sale and merger pur- 
poses as well as for Federal and State tax purposes and _ intra- 


estate settlements. 


As announced on December 17, 1957, Studley, Shupert & Com- 
pany, Inc. has now established a Valuations Department. Its facilities 
and the long and varied experience which the firm has acquired since 
its founding will not be limited to members of the Studley, Shupert 


Trust Investment Council. 


Rather, the services of the Valuations Department are available 
to all trustees and others upon the following conditions: 

Circumstances must suggest that the Valuations Department 
can render worthwhile assistance insofar as experienced personnel 


and tax deadlines permit. 


It will be understood that the Department's valuations will under- 
take to be realistic, fair and impartial, and recognizable as such by 


all parties involved. 


A mutually satisfactory fee for services will be agreed upon 


in advance. 


Your inquiry for further information is invited. 


— SHUPERT TRUST INVESTMENT COUNCIL 





TRUST INVESTMENT 
COUNCIL 


24 FEDERAL STREET, BOSTON 10, MASS. 
1617 PENNSYLVANIA BOULEVARD, PHILADELPHIA 3, PA 





117 








“Waat Bankers THINK Apout BusINess FUTURE 


Excerpts from 1957 annual reports 


RESIDENT EISENHOWER MADE THREE 
. speeches in January 
touching upon the state of the union, 
outlining the $73.9 billion budget for 
fiscal 1959 and topping off with his eco- 
nomic report to the Congress. He con- 
ceded the declining pace of business 
while expressing confidence in the funda- 
mental soundness of the economy, pre- 
dicting that an upswing would be under 
way not later than the third quarter. Al- 
though the President hopes to realize a 
balanced budget and provide for impera- 
tive defense increases by economies in 
other areas, it is in the lap of Congress 
to decide what degree of thrift they will 
display in an election year. With the Ad- 
ministration program on the record, 
how do leading bank presidents (and 
board chairmen) appraise the prospects 


for 1958? 


CONNECTICUT BANK & TRUST CO., 
Hartford; Lester E. Shippee and Ray- 
mond C. Ball: The present readjustment 
may continue for some months... 1958 
as a whole should be a good year for 
business. 


HARTFORD NATIONAL BANK & TRUST 
Co., Hartford; Ostrom Enders: The 
economy is still strong . . . While the 
current readjustment is likely to con- 
tinue well into 1958, indications point to 
high business activity later in the year. 

NATIONAL SAVINGS & TRUST Co., Wash- 
ington; Bruce Baird: Orderly growth of 
the economy cannot take place unless the 
savings gap is filled not only by business 
saving but also by millions of individual 
savers. Encouragement of savings has 
for too long been neglected as a major 
purpose of banking. 


THE RigGs NATIONAL BANK, Washing- 
ton; Robert V. Fleming: The overall 
picture suggests an attitude of cautious 
optimism. Defense spending will increase 
over 1957. We may look for continuation 
of the moderate recession during the 
first half with the prospect of recovery 
during the last half. 


UNION TRusT Co., Washington; L. P. 
Harrell: By the fourth quarter our 
economy should again be moving upward 
with generally satisfactory business in- 
dicated for 1959 . . . Confidence will re- 
vive rapidly as unemployment becomes 
less feared and consumer debts have been 
reduced. A possible unbalanced Federal 
budget and heavy spending by states and 
municipal jurisdictions for roads, schools 
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and services, plus the absence of an in- 
crease in taxes, points to further infla- 
tion. 

City NATIONAL BANK & TRUST Co., 
Chicago; Arthur T. Leonard: There is 
reason for concern about the size of total 
public and private debt and its continu- 
ing growth. Some reduction in total debt 
would be a welcome sign of a strengthen- 
ing of the economy. As 1957 came to a 
close business was undergoing a moder- 
ate adjustment downward. This trend is 


generally expected to continue in the 
first half of 1958. 
First NATIONAL BA4Nk, Chicago; 


Homer J. Livingston: Decline in per- 
sonal income will be cushioned somewhat 
by lower income tax payments and in- 
creased unemployment compensation re- 
ceipts. Consumers will continue to make 
use of credit and will tend to reduce or 
repay existing debt less rapidly than 
they otherwise might . . . Increased out- 
lays by government for defense, high- 
ways, and community facilities, and rea- 
sonably sustained consumer buying of 
goods and services will be helpful in 
offsetting the projected decline in busi- 
ness expenditures for plant and equip- 
ment ... Long range national security 
requires not only military preparedness 
but also sound fiscal policy. 
COMMERCIAL NATIONAL BANK, Peoria; 
George L. Luthy: Improved standards of 
living for this nation and the world can 
come only from new construction of 


Striking color cover of 1957 Annual Report 
from Chase Manhattan Bank 





plant and further improvements and ad- 
ditions of existing production units. This 
demand is as broad as the material ap- 
petites of the people of the world. It is 
not conceivable that it will be held in 
check for long. 


CITIZENS FIDELITY BANK & TRUST Co., 
Louisville; Lee P. Miller: Employment 
has been somewhat less favorable than 
at this time last year but retail sales 
have been running close to the national 
average. The construction industry which 
hit a low about midyear has rebounded 
substantially. The State’s multi-million 
road program should stimulate activity 
here and throughout Kentucky. For the 
future, the prospects of our area appear 
bright. 


NEW ENGLAND TrRusT Co., Boston; C. 
Rodgers Burgin: By making it steadily 
more expensive for the banks to borrow 
money through persistent increases in 
the discount rate and by keeping a 
tight rein on the volume of loanable 
funds in the banking system, the Federal 
Reserve Board exerted a powerful in- 
fluence in preventing the boom from 
getting completely out of hand 
There seems to be evidence that a busi- 
ness recession of some degree lies ahead 
but it is too early to reach conclusions 
as to its severity or duration. 


ROCKLAND-ATLAS NATIONAL’ BANK, 
Boston; H. Frederick Hagemann, Jr.: 
It is absolutely essential to the survival 
of our system that we maintain the in- 
tegrity of the dollar and keep ourselves 
economically strong over the years 
ahead. It makes no sense to be engaged 
in a world wide program to secure free- 
dom and a higher standard of living for 
peoples of other nations, while running 
the grave risk through inflation of de- 
stroying the freedom and the high stand- 
ard of living of its own citizens here at 
home ... The American people can be 
both economically and militarily strong 
if they are but willing to give up the 
waste, duplication, non-essential pro- 
grams and extravagances that are prev 
alent, not only in Federal affairs but 
also in many state and local govern- 
ments as well. The seriousness of the 
present situation requires that strong 
leadership urge them to do so. 


DETROIT BANK & Trust Co., Selden P. 
Daume: Readjustments are inevitable in 
a free competitive economy — this will 
be the third in the past decade — and 
they should not cause exaggerated alarm. 


(Continued on page 146) 
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Glidden takes 


The conventional solvents in paints 
used in production-line finishing have 
long been a fire hazard. Now, after years 
of research, Glidden has succeeded in 
replacing these fume-producing solvents 
with safe, plain water. Result: danger 
in many production-line painting opera- 
tions can be eliminated! 

These high-quality water-emulsion 
coatings are being hailed by industry 
as one of the most significant advances 
ever achieved for the safety of plant 
personnel and property. Already, they 
have been adopted for use on acoustical 





a giant safety step...with water 


tile, dry wallboard and automotive parts. 
And Glidden research will continue to 
develop emulsion finishes for more and 
more products. 

This is a dramatic example of Glidden 
progressive leadership in helping.to 
solve problems for the growth indus- 
tries Glidden serves. Two of the many 
other products contributing to Glidden 
leadership are illustrated at the right. 
They are examples of the way all 
Glidden divisions grow—by developing 
new products, improving products or 


reducing their cost. 


THE GLIDDEN COMPANY - UNION COMMERCE BLDG. - CLEVELAND 14, OHIO 


PAINT DIVISION 
Consumer and industrial paints 
and coatings 


SOUTHERN CHEMICAL DIVISION 
Terpene chemicals, tall oil products, 
resins 
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CHEMICALS + PIGMENTS 
METALS DIVISION 


Pigments and metal powders 


CHEMURGY DIVISION 
Soybean products 


DURKEE FAMOUS FOODS DIVISION 
Products for consumers and the 
food industries 


HOW GLIDDEN HELPS INDUSTRY 
SOLVE THEIR PROBLEMS 






Enamel that Stays in the Pink — 
whatever its color! NUBELITE product 
finish is custom-formulated to resist 
heat, cold, abrasion, stains, corrosion... 
used on practically all household appli- 
ances, large and small. 


Operation Rainbow gives industry a 
bright new look! Gay pastel colors of 
VYN-AL ENAMELS applied to immense oil 
tanks at Philadelphia save on mainte- 
nance costs, improve public relations— 
even won an industrial beauty prize! 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


C. STOCKS OF 218 COMPANIES 
were newly purchased or complete- 
ly sold out by one or more of the 158 
Common Trust Funds that reported to 
TRUsTs AND EstATEs their equity changes 
for the quarter ended December 31, 
1957. There are eight companies whose 
stock was purchased in this quarter 









which were not held by any Common 
Trust Funds at the end of 1956. Changes 
for the previous quarter were listed in 
November (p. 1106). 

In the list below the number of funds 
(out of the 158 reporting) that during 
the quarter added a stock to their hold- 
ings is shown in the “N” or new pur- 


chase column. Those that eliminated a 
stock from their portfolio are repre- 
sented by the figures in the “S” or sold 
out column. The final “H” column shows 
the total number of Common Trust 
Funds (not limited to the 158) that hold 


the stock according to the latest informa- * 


tion received. 
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Nat. Bk. of Detroit - cae ll Minneapolis-Honeywell ‘Reg. ~ 2a. aS ecaae eae Pe eh ila TRANSPORTATION 
Nat. City Bk. of Cleveland ... 1 5 Monsanto Chemical .................. 1 61 Louisiana Land & Explor. ... 2 5 Atchison, Topeka & Sante Fe 2 43 
Transamerica ............. soteeee 12 National Cash Register sesseneess 11 34 Minnesota Mining & Mfg. ...... 11 21 Atientic Coastline. .................... rt « 
Travelers Ins. ..........-...... 1 20 North Amer. Aviation ............ 1 2 National Lead occ 8 84 s€arolina, Clinchfield & Ohio .. 1 1 
: Olin Mathieson Chemical ........ 1 16 National Steel 1 42 Piedmont & Northern ............ 1 2 
INDUSTRIALS Otis Elevator ee 1 23. Newmont Mining ....... 1 4 Tennessee Gas Trans. ............ 1 4 
Addressograph-Multigraph ... 1 23 Outboard Marine ....... 1 2 Phillips Petroleum 1-160 Union PaciOs 2.55.5... 12 54 
SEE TROUOUIONE 5s sn nso icisss.s.-2.- seek: A 16 Owens-Illinois Glass 2 68 Tegnbite Steel .........2............ ] 6 Union Tank Car ................ ‘ 1 2 
New Common Trust Funds 
The following Common Trust Funds should be added to the lists previously published in TRUSTS AND ESTATES. 
Established Bank Type Established Bank Type 
11- 1-55 First National Bank & Trust Co., Fargo. D 8-30-57 Security-First National Bank, San Diego D 
12-27-55 Depositors Trust Co., Augusta, Me. D 10- 1-57 Fourth National Bank, Columbus, Ga. ___ D 
6-30-56 Security Central Natl. Bk., Portsmouth, O. D 11- 1-57 Rockland-Atlas National Bank, Boston _. D 
7-31-56 Mechanicks Natl. Bank, Concord, N. H..... 11- 1-57 Howard Savings Institution, Newark,N.J. D 
1-28-57 St. Louis Union Trust Co. cS 11- 1-57 First Bank & Trust Co., Utica, N. Y. —_.. L 
6-25-57 Deposit Guar. Bk. & Tr. Co., Jackson, Miss. D 11- 1-57 Commerce Union Bank, Nashville ____. D 
7- 1-57 Zions First National Bank, Salt Lake City D 12- 1-57 Austin (Tex.) National Bank ____. D 
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MILESTONE IN REFINING 





Not long ago, Pure Oil processed 
its billionth barrel of crude. 


These billion barrels have fur- 
nished power, heat, lubrication to 
millions of homes and farms, auto- 
mobiles and industries throughout 
America. 

But the most interesting part 
is this: It took us 10% years to 
process our first 100 million bar- 
rels, and less than two years to 
process the last 100 million. It’s 
this sort of growth that has made 


PURE’S 4 refineries are now busy on the second billion. 


Pure Oil refines its Billionth barrel of crude 


PURE one of America’s 75 largest 
industrial corporations. 


This record of growth demon- 
strates that year by year more 
and more people are turning to 
Pure Oil for top-quality petroleum 
products. It clearly shows that 
when you turn into any of our 
nearly 16,000 stations in 24 states, 
you, too, can be swre with PURE. 


THE PURE OIL COMPANY, 35 East 
Wacker Drive, Chicago 1, Illinois. 


BE SURE WITH PURE 


ates  Fesruary 1958 
rd 























EFFECT OF FARE INCREASE ON 
AIRLINES’ EARNINGS 


The purpose of this study is to show 
the effect on earnings of the domestic 
trunklines from the interim increase pro- 
posed by the Civil Aeronautics Board 
last January 24, and to indicate the po- 
tential importance to the airlines of an 
8% return on their investment rate bases 
over the next few years. The CAB de- 
cision provides for a straight increase 
in passenger fares of 4% plus $1.00 per 
one-way ticket. This two-way raise 
favors the short haul carrier over the 
old, established long haul carriers. Based 
on CAB computations, the average in- 
crease in passenger revenues for the 12 
domestic trunklines is 6.6%. According 
to Aviation Daily, the indicated in- 
creases in revenues for the individual 
carriers range from a low of 6% for 
Trans World Airlines to a high of 9.7% 
for Northeast. Our own survey based on 
1956 basic figures iridicates somewhat 
different results. Thus the average raise 
for the 12 domestic airlines worked out 
at a 7.8% increase. The gain is largest 
in the instance of Northeast—11.3%, 
and lowest for TWA—6.6%. Of course, 
some of the airlines may reject the 
CAB’s proposed fare increases by filing 
for higher increases. 

Our own method uses a unit of compu- 
tation on which the percentage gain is 
based on the revenue per revenue pass- 
enger mile. 


Column I in Table I gives the pass- 
enger revenue per revenue passenger 
mile separately for each of the 12 domes- 
tic trunklines. Observe that the data 
applies to domestic operations only. In 
other words, international service has 
been eliminated. The data is based on 
the CAB Air Carrier Traffic Statistics for 
1956. 

Column 2 shows the increase in pas- 
senger revenue passenger mile from the 
4% increase in passenger rates. 

Column 3 indicates the increase in 
passenger revenue per revenue passenger 
mile from the $1.00 increase per one- 
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TABLE I 
1956 Domestic Trunkline Operations 


Increase In P. R 





Per Revenue Passenger Mile 


Passenger From $1.00 Average 
Revenue From 4% Increase In Length 
Per Revenue Rate One-Way Total Percentage Passenger 
Big Four Passenger Mile Increase Ticket (Cols. 2:3) (Col. 4:1) Haul 
American 5.39¢ 0.216¢ 0.160¢ 0.376¢ 7.0% 625 
Eastern 5.37 0.215 0.198 0.413 TA 505 
TWA 4.92 0.197 0.127 0.324 6.6 785 
United 5.22 0.209 0.145 0.354 6.8 690 
Braniff 5.82 0.2338 0.247 0.480 8.2 405 
Capital 5.89 0.236 0.294 0.530 9.0 340 
Continental 6.33 0.253 0.274 0.527 8.3 365 
Delta 5.52 0.221 0.211 0.432 7.8 475 
National 5.24 0.210 0.143 0.253 6.7 700 
Northeast 6.88 0.275 0.500 0.775 11.3 200 
Northwest 5.24 0.210 0.152 0.362 6.9 660 
Western 5.79 0.232 0.202 0.4384 7.5 495 
Average 7.8% 





way ticket. These figures are obtained 
by dividing the average length of passen- 
ger haul into $1.00. The average length 
of haul figures are the CAB statistics for 
1956. As an example, take American Air- 
lines average length of haul which, in 
1956, was 625 miles. This means that the 
average passenger in American’s domes- 
tic operations travelled 625 miles. In 
consequence, an additional $1.00 in pas- 
senger revenue is earned for each 625 
miles travel. The corresponding gain in 
revenue per mile is $1.00 divided by 
625 miles, or 0.160 cents: 

Column 4 is the sum of Columns 2 
and 3. This gives the aggregate increase 
in passenger revenue per revenue pas- 
senger mile from the 4% increase in 
fares and the $1.00 increase in the price 
of the one-way ticket. 

Column 5 gives the total gain in 
Column 4 as a percentage of the passen- 
ger revenue per revenue passenger mile 
prior to the CAB fare increase in 
Column 1. The result is the overall per- 
centage gain in passenger revenue per 
revenue passenger mile for each of the 
12 domestic trunklines. 

The average of all the figures in 
Column 5 is 7.8%. This compares with 
the CAB estimated average of 6.6%, 
based on more recent, but not yet re- 


leased, data. The advantage of using 
more recent data as the CAB does is ob- 
vious in the case of short haul carriers. 
like Northeast, which in 1957 
granted important new route conces- 
sions. As a result, we believe the average 
length of Northeast passenger trip ad- 
vanced to 250 miles in 1957 from 200 
miles in 1956. Based on our estimated 
average haul figure for 1957, Northeast 
shows an overall gain of 9.7% in pas- 
senger revenue per revenue passenger 
mile as a result of the fare increase. 
This compares with the 11.3% figure in 
our table. Capital Airlines, likewise, in- 
dicates a lower percentage gain if the 
1957 average haul figure is used. Dis- 
crepancies of this sort are negligible, for 
obvious reasons, in the instance of the 
long established long haul carriers. 


were 


Column 6 gives the average length of , 


passenger haul. 


Table II shows the probable effect of 
the most recent fare increase on airline 
earnings for 1958. 


Column | indicates our projected in- 


crease in traffic for 1958. 


Column II shows the gain in revenue 
before taxes based on our traffic pro- 
jections in Column 1 and using the re- 
cent CAB fare increase. 











TABLE II 
1958: 1957: 
Increase in Traffic Gain in 8% Return on 
(Millions Revenue Passenger Revenues Investment Indicated 
Big Four Passenger Miles) ($ Mil.) Per Sh. Base Earnings 
American ____ _.. ae $15.4 $0.95 $1.66 $1.08 
Eastern 385 15.9 2.60 3.59 3.30 
i ae 440 14.3 1.05 1.98 d0.50 
United - 385 13.6 1.95 3.80 1.50 
Braniff 135 6.5 1.05 1.18 0.55 
Capital N.A. N.A. N.A 5.62 d3.00 
Centimental ...._.__..._..__.. N.A. N.A. N.A. 2.49 d0.50 
i 6.0 2.60 3.68 1.95 
1 eee 3.8 1.70 2.31 d0.40 
| 50 3.9 1.00 0.77 d2.30 
| 120 4.3 1.55 2.35 1.20 
III ce eesti 100 4.3 2.50 2.60 1.90 
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Column III translates the figures from 
Column II into net after taxes per share 
of common currently outstanding. 


Column IV indicates what the airlines 
could have earned based on their in- 
vestment at the end of the third quarter 
of 1957. 


Column V_ shows the indicated per 
share earnings for 1957. 


Observe that included in our invest- 
ment bases are the pre-payment to air- 
craft makers for planes to be delivered 
in 1958. The CAB does not allow cur- 
rently for inclusion of such items in the 
investment rate base. Moreover, the CAB 
figures the 8% return on the average 
yearly investment base. As a result, our 
investment rate base at the end of the 
third quarter of 1957 should approxi- 
mate the CAB average investment rate 
base for 1958. A comparison of the fair 
return data in Column IV with the gains 
in per share earnings from the increase 
in passenger fares in Column III sug- 
gests that most, if not all, airlines will 
achieve an 8% or better return in the 
current year on their investment rate 
bases, unless traffic should slump un- 
expectedly. By 1960, we believe that the 
recent interim fare increase has to be 
followed by a more substantial boost in 
passenger fares to provide most airlines 
with an 8% fair return. 

Our own computations indicate the 
following earnings per share of common 
for the Big Four in 1960 if they are 
allowed an 8% return on invested capi- 
tal: American Airlines, $1.95 (after con- 
version of all the preferred); Eastern 
Air Lines, $6.44; TWA, $1.93 (after 
allowing for $150 millions additional 
financing in 1960, of which 40% is 
presumed to be equity); United, $5.39. 
It seems very doubtful that these targets 
can be met by each of the Big Four 
under current fares, including the recent 
boost. Hence, further fare increases, 
perhaps in successive stages, seem quite 
probable. Relatively speaking, the 
smaller airlines may benefit most. How- 
ever, it is well to keep in mind that the 
advantage for earnings from the shorter 
hau! is diminished with additional route 
awards if a charge per one-way ticket is 
adhered to by the CAB in granting 
higher fares. 


Most airline stocks are attractive at 
present price levels for long term hold- 
ing. largely because their investment rate 
bases will increase quite sharply in the 
nexi few years and there is now no 
reason to believe that the CAB will not 
allow them to earn at least 8% on their 
tate bases. For many years CAB policy 
has been to make the airlines self suffi- 


Fepsuary 1958 


cient and independent of Government 
support in the form of subsidies. This 
goal has been attained largely by allow- 
ing them over a period of years to earn 
at least 8% on their rate bases. However, 
it now seems that a larger return is 
necessary if the industry is to remain 
in sound condition and at the same time 
satisfy the public need for jet travel 
before the close of the decade. 

Last Fall, the CAB conceded that a 
9% return might be required in meeting 
conversion to jet-powered aircraft. The 
industry figures on a minimum return 
of 12%. The case for a higher rate of 
return is a strong one, hence, it is rea- 
sonable to expect that some increase will 


be granted following the General Pas- 
senger Fare Investigation which should 
be completed by mid-year. 


Joun H. Lewis 
JOHN H. LEWIS & CO. 


Have Stock MERGERS SEEN 
TueEetrr Low? 


The sharp downturn of January 1957 
carried down to a low close of 454.82 
on February 12. On February 11, for the 
first time in over a year, that important 
1956 base of 463 had been broken. This, 
according to the Dow Theory, the rail- 
road average having previously broken 
its January 23, 1956 low, signalled that 


this was now a bear market. 
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What a strange performance followed 
that bear signal! A sustained recovery 
set in, which carried to a top close of 
520.77 on July 12, 1957—just short of 
the April 1956 high of 521.05. The 
market, then started to decline, with cop- 
per prices falling and oil supplies in- 
creasing. Wage increases signalled a 
prospective narrowing of profit margins. 
Money was becoming very tight. 

Just as the market was commencing 
its corrective decline, the prime rate and 
the Federal Reserve discount rates were 
raised which sealed the doom of the bull 
market. The devaluation of the French 
Franc, the threat to the British pound 
and the Syrian crisis, all in mid-August, 
and concern over the Russian satellite 
launched in early October, all con- 
tributed to drive the market steadily 
down until the climactic day of October 
22 when the low close of 419.79 was 
reached. 

On November 14 the New York Fed- 
eral Reserve Bank cut the discount rate 
to 3% and the market rallied to close 
at 449.87 on November 29 with the bal- 
ance of the year reflecting pressure from 
tax selling. 

The first step in 1958 relaxation came 
when the Federal Reserve Board an- 
nounced on January 15 a cut in margin 


requirements to 50% from the 70% 
level in force since April 1955. Then the 
Federal Reserve Bank of Philadelphia 
reduced the discount rate to 234% on 
January 21. This foreshadowed the 
cutting of the prime rate by most leading 
commercial banks to 4% from 444%. 
Cutting the discount rate is not a sure 
cure for business recession if deteriora- 
tion of industry gets out of hand, but the 
course of the stock market will, in my 
opinion, continue to be influenced in 
major degree by future monetary policy 
decisions. 

At this writing, the D. J. Industrial 
average stands at 451.16, just above the 
November record high of 449.87—Re- 
covery of one third of the ground lost 
since July would represent 453.45; a 
two-thirds recovery, 487.11. If the aver- 
age can break through 450-455, it should 
carry further, but it is doubtful that it 
could, on this move, reach 487.11. On 
the other hand, it would take a serious 
turn for the worse in business to drive 
the industrial average below the October 
low of 419.79. The discount rate would 
no doubt be lowered again should this 
level be approached, and possibly even 
before that level were threatened. In my 
opinion, every effort will be made to 
hold the industrial average above the 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


1,000,000 Shares 


Southern California Edison 
Company 


Cumulative Preferred Stock, 4.78% Series 
($25 Par Value) 


Price $25.55 per share 


Plus accrued dividends from date of issue 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 


February 11, 1958 


Dean Witter & Co. 
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October low of 419.79 and if successful, 
that low point could be considered the 
end of the bear market which com- 


" menced on April 6, 1956. The time span 


would then be one year six and one 
half months or just about the average 
length of a bear market. The shortest 
bear market on record lasted about a 
year and the longest about 3 years. 


Wapo M. ALLEN 
MITCHELL, HUTCHINS & CO. 
A kh A 
“What Is Inflation?” is Subject 
for A.I.B. Public Speaking 
Contests 


“What Is Inflation?” will be the sub- 
ject for the public speaking contests 
which American Institute of Banking 
chapters will hold during March. The 
chapter contests are the first step in se- 
lecting a contestant for the Institute’s 
32nd Annual National Public Speaking 
Contest for the A. P. Giannini Educa- 
tional Endowment prizes at the Annual 
Convention on June 2 in Kansas City. 

Chapters will choose a single contes- 
tant each to enter the April district con- 
tests. Winners in each of the twelve dis- 
tricts will compete at one of two semi- 
finals, with the six people who place 
first, second, and third in these semi- 
finals becoming the contestants in the 
final contest in Kansas City in June. 


Specific subjects on The Inflation , 


theme will be used as the basis for each 
level of the competition. 


A & A 
Sound Dollars for Canada 


“Since the preservation of the pur- 
chasing power of the Canadian dollar and 
the maintenance of high levels of em- 
ployment should be the basic objectives 
of economic and monetary policy some 
compromise will have to be made be- 
tween them when, as at the present time, 
there is a conflict between the policies 
they suggest. 

“Since the levels of industrial produc- 
tion are declining slightly the continued 
rise of some prices does not constitute 
the clear cut call to anti-inflationary 
action which price increases did in 1955 
and early 1956. On the other hand, the 
fall in stock prices and mixed behaviour 
of industrial production in different lines 
of business give no grounds for a pan- 
icky apprehension of severe depression. 

“Recent easing of credit restraint re- 
flects the lessening of inflationary pres- 
sures and the tendency of production to 
decline. Should these tendencies con- 
tinue, still further easing of credit re- 
straints may be in order. Drastic action 
should not be taken, however, without 
it being clearly necessary.” 

—JOHN S. PROCTOR, president, Imperial 


Bank of Canada, at annual meeting of stock- 
holders. 
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DEALERS IN 


Fesrauary 1958 


State, Municipal and Public Housin 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


HASE MANHATTAN 
BANK 


CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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How Mucu MANAGEMENT? 


The close of the first month of the 
new year finds little evidence to bolster 
the hopes of those who look for a rapid 
turnabout in the economy; rather it ap- 
pears that there is mounting speculation 
as to whether the country may not be 
facing a delayed depression of greater 
magnitude than the readjustments of 
1948-49 and 1953-54; in short, what 
everyone feared would occur after World 
War II and which disappeared in a buy- 
ing rush to fill deferred consumer needs. 


The President’s Economic Report, 
based upon the appraisal of his Council 
of Economic Advisers, quite understand- 
ably supported the thesis that our prob- 
lems require only restraint, certain reme- 
dial legislation and appropriate meas- 
ures of credit relaxation by the Federal 
Reserve System, which, it is implied, 
was somewhat laggard in coming to the 
aid of the capital markets. The Presi- 
dent viewed the “readjustment” as large- 
ly due to inventory correction which 
should reverse itself within a reasonable 
period. This thinking runs counter to 
the conclusion expressed in this column* 
by the economist panel sponsored by the 
National Industrial Conference Board 
that we are not experiencing an inven- 
tory recession but one which began in 
the capital segment and should therefore 
last longer. 


Secretary of Labor Mitchell forecast 
in his end-of-January press conference 
that February unemployment would top 
four million but not exceed 4.5 million, 
which would be less than the post-war 
February record of almost 4.7 million 
in 1950. As this month normally marks 
the seasonal employment low, he stated 
that March-April should register slight 
improvement with “a more decided de- 
cline” in unemployment in: May or June. 
He also followed the Administration line 
by expressing confidence in a business 
upturn in mid-summer, which will be 
sparked by first half defense spending 
of about $5.8 billion, 75% more than in 
the last half of 1957; relaxed credit 


*T&E, Jan. 58, p. 48. 
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terms generally; easier financing for 
home building; Federal grants under 
the road-building program; also other 
Federal payments under assistance pro- 
grams. 

Secretary Mitchell is not alone in his 
thinking that what we are experiencing 
is a cyclical downswing of moderate pro- 
portions, which has already run a good 
part of its course and is consequently 
becoming more amenable to such coun- 
ter-measures as enumerated. Dr. Marcus 
Nadler recently appraised the conflict- 
ing forces and concluded that a major 
depression is out of the question; that 
“massive” intervention by the Govern- 
ment is neither needed nor desirable; 
that the business decline “should con- 
tinue until summer, followed by a period 
of relative stability before an upswing 
toward the end of the year.” After the 
recession has run its course, he predicts 
that “business activity will again turn 
upward and reach higher levels than ever 
before.” 

Likewise, some of the financial and 
brokerage fraternity, as well as mutual 
fund managers, have taken heart from 
the relatively good performance of stock 
prices since the October lows and have 
joined, at least temporarily, the “Re- 
covery Late in ’58 Club.” Of course, the 
major disadvantage of such membership 
is that it is not very exclusive and if its 
name proves accurate, it will be one of 
the few times that business has perform- 
ed in accordance with majority opinion. 

On the other side of the fence, if it is 
correct to date the start of the down- 
swing around the middle of 1957, dis- 
senters insist that more time than the 
optimists count upon will be needed to 
undo excesses in production and inven- 
tory, build confidence that the worst has 
been seen and turn the curve upward. 
There is always a time lag before the ef- 
fects of easier credit become noticeable 
because its availability at reasonable 
rates must be implemented by users who 
have confidence in the outlook. Likewise, 
while additional defense spending will 
surely help somewhat, much hinges upon 
the unknowable factor of consumer 
spending and here the latest survey of 


buying intentions by the University of 
Michigan shows an inclination to keep 
the rubber band snugly on the bankroll. 
The state of the motor industry, to which 
the steel mills look hopefully, is far from 
booming, while the prospect for labo: 
strife or higher costs in Detroit further 
beclouds the outlook. 


Depending upon how the timetable of 
recovery develops, we may have another 
opportunity to observe the effectiveness 
of Government “management” of the 
economy. Looking at the projected bud- 
get for fiscal 1959 and the not unlikely) 
prospect of deficit financing, however, 
one can only hope that the Administra- 
tion will not fly in the face of Dr. Nad- 
ler’s belief that large-scale operations in 
this area are not called for at this time. 


Money EASE IN 1958 
CAPITAL MARKETS 


Long-term borrowers should fare well 
in 1958 capital markets both in avail- 
ability of funds and interest costs. Money 
rates should move lower in the first half 
and, even if a turnabout in the current 
business slackening should take place at 


mid-year, money ease should continue 


for some months before stabilizing. In 
short, no significant advance is expected. 
Such are the conclusions of Girard L. 
Spencer of Salomon Brothers & Hutzler 
in his annual review based upon spe- 
cialized studies by a group of associates 
working in this field. 

Like findings are also arrived at in a 
survey covering capital movements of 
1957 and the first half of 1958, prepared 
by Douglas J. M. Graham of R. W. 
Pressprich & Co., who foresees a surplus 
of $6.1 billion in available long-term 
funds for the first half, as compared 
with $5.2 billion one year earlier. Mr. 
Graham’s estimate contains certain items 
not included in the other compilation 
but, for the part of 1958 which it covers, 
his conclusions bear out the favorable 
prospect of large capital supplies at rea- 
sonable rates. 

As compared with Mr. Spencer’s 1957 
totals, life insurance will produce this 
year $800 million less in new long-term 
investment funds, mutual savings banks 
$200 million, savings and loan associa- 
tions $300 million and state and muni- 
cipal pension funds $100 million. Private 
pension plans, however, are counted 
upon for a plus of $500 million, fire and 
casualty insurance companies $400 mil- 
lion, with individuals, together with 
personal trusts and miscellaneous 
sources, adding $300 million. The total 
of $21.9 billion is only $200 million 
below that of 1957. 
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SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 76 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able March 13, 1958 to 
stockholders of record at the 
close of business on Febru- 
ary 28, 1958. 

H. D. McHENRY, 
Vice President and Secretary. 


Dated: January 25, 1958. 


























R. J. Reynolds 
Tobacco Company 


Makers of 
| Camel, Cavalier, Winston & Salem 
cigarettes 





| 


| Prince Albert, George Washington | 
| smoking tobacco | 





QUARTERLY DIVIDEND 


A quarterly dividend of 90 
cents per share has been de- 
clared on the Common and 
New Class B Common stocks 
of the Company, payable 
March 5, 1958 to stockholders 
of record at the close of busi- 
ness February 14, 1958. 
W. J. CONRAD, 

Secretary 
Winston-Salem, N. C. 
January 9, 1958 
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172ND CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business Ma- 
chines Corporation has today 
declared a quarterly cash divi- 
dend of $.65 per share, pay- 
able March 10, 1958, to stock- 
holders of record at the close 
of business on February 10, 
1958. 


Cc. V. BOULTON, 








Treasurer 
590 Idadison Avenue 
New York 22, N. Y. 
January 28, 1958 
INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 
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The only notable decline on the de- 
mand side is in mortgages, where a 
shrinkage of $1.7 billion is expected. As 
compared with a year ago, total demand 


is down by $1.7 billion. 


SUPPLY OF LONG-TERM FUNDS 
(In billions) 


iam eee .8 8 
Mutual Savings Banks _....... 1.8 
Savings and Loan Ass’ns __... 4.9 
Private Pension Funds... (iss. 
State and Municipal Pensions ....._—_-11.6 
Fire and Casualty Insurance _____. 1.0 
Individuals, Personal Trusts, Char- 
itable and Educational Endow- 
re ear ae awn 5.2 
ae TT .... SRD 


DEMAND FOR LONG-TERM FUNDS 
(In billions) 

Net Motgage Financing _...._....... $10.2 

Net State, Municipal and Public 


Revenue Authority Financing _ 3.4 
Net Corporate Foreign and Inter- 

national Bank Financing ___ 7.8 
Total Demand _.... a 21.4 


Indicated Surplus - $ 0.5 


Mr. Graham’s analysis of net increase 
in individual savings in the 1958 first 
half shows a total of $14.1 billion versus 
capital demands of $15.7 billion. Taking 
into consideration Treasury operations, 
however, he concludes that there will be 
a net outflow of some $7 billion, to 
which should be added an expected re- 
duction of $700 million in bank loans, 
leaving a visible surplus for the six 
months of $6.1 billion. It must be noted 
that Treasury activities do not figure in 
Mr. Spencer’s calculations, although he 
concedes that they will probably play 
a larger role in the capital markets this 
year. 


PENSION TRUSTEES ON THE GRILL 


Alleged over - conservative manage- 
ment of pension retirement funds came 
in for some rather tart comment by Paul 
L. Howell in a year-end talk before the 
American Finance Association. The 
speaker is research director of pension 
studies for the The Twentieth Century 
Fund, as well as a financial consultant 
and visiting associate professor of fi- 
nance at Columbia University. 

In addition to the retirement funds 
operated by the Amalgamated Clothing 
Workers of America and the Interna- 
tional Ladies Garment Workers Union, 
which carry their $51 million and $96 
million nesteggs in minimum-risk bonds 
and cash, Mr. Howell placed in evidence 
the operations of the Bell Telephone Sys- 
tem Pension Fund with assets of some 
$2.6 billion. Restrictions of this Fund’s 
investments since 1938 to New York 
State legal bonds has produced a yield 








AMERICAN GAS 


AND ELECTRIC COMPANY 


4a 


Common Stock Dividend 


regular quarterly dividend of forty 
eA cents ($.40) per share on the 
Common capital stock of the Company 
issued and outstanding in the hands of the 
public has been declared payable March 
10, 1958, to the holders of record at 
the close of business February 10, 1958. 


W. J. ROSE, Secretary 
January 28, 1958. 























A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of thisCorporation has 
been declared, payable March 3, 
1958 to stockholders of record at the 


close of business February 7, 1958. 
























UNION 
CARBIDE 


BIRNY MASON, JR. 
Vice-President and Secretary 


UNION CARBIDE CORPORATION 
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Southern Cali fornia 


Edison Company 





DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 32 

25/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 9 

26/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 41 

30'/2 cents per share. 





The above dividends are pay- 
able February 28, 1958, to 
stockholders of record Febru- 
ary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, February 28. 


P.C,. HALE, Treasurer 


January 16, 1958 
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inferior to the cost of debt money to the 
Bell System. 

These extreme instances are obvious- 
ly out of step with modern trends toward 
investment liberalization through inclu- 
sion of equities but, as Mr. Howell also 
correctly notes, the Bell System policy of 
buying only high-grade bonds conflicts 
with the findings of Dr. W. B. Hick- 
man’s National Bureau of Economic Re- 
search studies which show that large 








Common Dividend No. 153 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
March 15, 1958, to stock- 
holders of record at close 
of business February 28, 
1958. 
C. ALLAN FEE, 

Vice President and Secretary 

February 6, 1958 








CONTINENTAL 
¢€ 


CAN COMPANY, Inc. 


165th 
COMMON DIVIDEND 

A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable March 15, 
1958, to stockholders of 
record at the close of bus- 
iness February 21, 1958. 


53rd 
PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.9334) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable April 1, 1958, 
to stockholders of record 
at the close of business 
March 14, 1958. 


6th 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.12%) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable March 31, 
1958 to stockholders of 
record at the close of bus- 
iness February 28, 1958. 


LOREN R. DODSON, 
Secretary 
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capital aggregates can net a better re- 
turn with lower-grade bonds, despite 
greater loss ratio, because of the wider 
yield differential. 

Even a modest relaxation in the de- 
gree of pension fund risk exposure 
would, Mr. Howell points out, permit in- 
creased payouts to beneficiaries, but, 
while present rates of return may seem 
unnecessarily restricted, it must be borne 
in mind that pensions represent a source 
of future income which the wage-earner 
has been able to count upon only in com- 
paratively recent years and which has 
real meaning for the individual as well 
as for the economy, which feels the 
stimulus of these large increments flow- 
ing into the capital stream. 

By resorting to “a systematic pro- 
gram of periodic purchases of diversi- 
fied, professionally selected common 
stock” up to 100% of the monies avail- 
able for investment, it is argued that as 
high as 8% net return could be shown 
over a period, after provision for the in- 
evitable “bad eggs.” If only 6% were 
realized, benefits could be nearly doubled 
as compared with those possible with a 
2.75% yield, a rate midway in the nor- 
mally 2.5%-3% actuarial range used in 
setting up retirement plans. 

This suggested approach appears to 
embody a degree of risk which neither 
the employer, trustee nor employee 
would welcome. To set up a plan on a 
high actuarial basis which could fail of 
attainment would place a strain upon the 
first two parties and, if the ultra-con- 
servative investment approach of the two 
union-administered retirement funds 
mentioned earlier is any criterion, the 
employee group would have grave reser- 
vations, too. Although Mr. Howell’s ar- 
guments of long-term existence, absence 
of need for fund liquidity and continuing 
inflow of money seem to justify a more 
free-wheeling equity acceptance than the 
20%-35% ratio normally prevailing to- 
day, the 100% goal looks a long distance 
away. 

The careful selection of professional 


investment advisers is stressed, and right- 
ly so, but this department must here take 
up the cudgels in rebuttal of Mr. How- 
ell’s claim that most trust investment of- 
ficers suffer from the “play it safe” men- 
tal attitude and that “it is doubtful if 
banks pay enough to attract and keep 
good common stock men.” The time has 
long since passed when this statement 
could be accurately made about any trust 
institution equipped to administer a pen- 
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PHELPS DODGE 
CORPORATION 


» 


The Board of Directors has 
declared a first-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable March 10, 
1958 to stockholders of record 
February 21, 1958. 


M. W. URQUHART, 
Treasurer. 


February 5, 1958 


























COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on January 16, 1958, 
declared a regular quarterly divi- 
dend of forty-two and one-half 
cents (42%c) per share on the 
Corporation’s Common Stock. This 
dividend is payable February 28, 
1958, to stockholders of record 
January 31, 1958. 


LErRoy J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 








CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable March 10, 1958, to stock- 
holders of record at the close of business February 14, 1958. 


ERLE G. CHRISTIAN, Secretary 





TRUSTS AND ESTATES 
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sion fund of any consequence. Doubters 
need only note that bank-administered 














of investment limitations governing the 
trustee, rather than over-conservaiism, 














































































































































































4 discretionary ‘common trust funds, by as indicated by their willingness to take pee 
f- compilations prepared by TruUsTs AND a substantial partnership position where AMERICAN ENCAUSTIC 
EsTATES, average around 55% in com- they have a free hand. TILING COMPANY, INC. 
if mon stocks and that personal trust ac- Manufacturers of Ceramic 
p counts may contain as high as 65%. The Money Ease Aips Stocks Wall and Floor Tile 
RB fact that the percentage of equities in The stock market turned in a surpris- ue 
nt bank-administered pension funds ranges _ ingl ood performance in the first 
Sebid g Bly & Pp ' 
Bt from nil to 35% is merely a reflection month of 1958, registering a gain in the 
a D-J industrial average from the year-end COMMON STOCK DIVIDEND 
= 435.69 to 450.02. Further easing of 
: Declared January 15, 1958 
anne ee. (r7 A Y)) ....------ ; money, represented by a second slash in 15 cent h 
e H ; 3) of i nts per share 
' the discount rate to 254% and the prime Payable February 28, 1958 
: [PROTECTION || rate markdown to 4%, plus the reduc- Record Date February 14, 1958 
' STZ : tion of the margin rule to 50%, all con- iinet etal taai 
‘ ° . merica s es am 
‘ THE FLINTKOTE COMPANY : tributed to more favorable psychology ares: 
‘ New York 20, N. Y. : in that area but the excess of dividend a | | 
‘ QUARTERLY DIVIDENDS ! casualties by omission or reduction over 
: have been declared as follows: ‘ payment boosts (about 50 to 35) was 
a ' the largest for any month in eight years. 
' sixty cents ($.60) per share ‘ The market also resisted a goodly crop 
‘ $4 Cumulative Preferred Stock $ of lower annual and fourth quarter earn- 
! one dollar ($1) per share} ings statement but it can hardly be said | Hate 
Both dividends are payable March ‘ that these came as upsets. h ‘ | 
i pea my het py Sasa ‘ For the last half of the month, after emica 
+ 19, 1958. : having briefly bettered the highs of the 
: WILLIAM FEICK, Jr., Treasurer } a / : Z 
FPrreranp gow ' November recovery, prices continued to 
» *1. 1th consecutive ‘ bump along in this upper range on rea- DIVIDEND 
H dividend ‘ Lay b . i i 
ER ee). sonably substantial volume without be- Quarterly dividend No. 
| — apa ——— ing able to make real headway on the 148 of $.75 per share has 
upside, indicating the existence of over- pn wep er ar on the Com- 
- x : ‘ mon Stock o 
GOULD- 4 ; head offerings. Although most profes- pranphenyy <inea 
what? tie yin sional managers feel that odds are CORPORATION 
ee réslcs ince ay against much price improvement in the payable March 10, 1958, 
near future, some selective buying is re- a page age yn ci 
ost nit : 3 orted. a e 
Manufacturers of a complete line P —, vi ae 
of automotive and industrial A 2 A apis ‘Ss one 
storage batteries. 28 Pr ai 
A eer College Course in Trusts =e 
QUARTERLY DIVIDEND 8 x v Continuous Cash Dividends 
ot Stk ene Gwe A new evening course in “Personal Have Been Paid Since 
" and Corporate Trusts” is being offered Organization in 1920 
on Common Stock, 7 g 
was declared by the for the spring term by the Economics <a 
Board of Directors on Department of City College of New 
rma gg ph York’s Baruch School of Business. De- — a4 
taciheidace of secaed signed for trust officers, the course will 
on March 4, 1958. deal with corporate trustee services and YALE & TOWNE 
A. H. DAGGETT fiduciary administration of personal Declares 280th Dividend 
PRESIDENT trusts by banks. Special attention will 
~''§$t. PAUL « MINNESOTA be given to pension funds. 37l2¢ a Share 
:, - On Jan. 23, 1958, 
dividend No.280 
of thirty-seven 
T E Be i E Ss Ss E E and one-half cents 
per share was 
G A S declared by the Board 
of Directors out 
TRANSMISSION COMPANY of past earnings, 
AMERICA’S LEADING TRANSPORTER OF NATURAL GAS A — on 
pril 1, ,to 
oe iyi stockholders of record 
es i\\ | at the close of business 
The regular quarterly dividend of 35c per a March 13, 1958. 
DIVIDEND share has been declared on the Common 
NO. 42 Stock, payable March 10, 1958 to stock- Wm. H. MATHERS 
holders of record on February 3, 1958. Vice-President and Secretary 
J. E. IVINS, Secretary THE YALE & TOWNE rc. co. 
Cash dividends paid in every year since 1899 
‘ES 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 














































YIELDS oF YIELDS oF PRICES , DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
T T T T T T 
1.8% = 2.8% = 180 PRICES AND DIVIDENDS — 
DOLLARS PER SHARE 
“—— 3 YEAR PRICES 
7 ccooo 10 YEAR 4 + 7 
3%4s,0F 6/15/83-78 
c aad aq 140 4 
\ 
7 
YIELDS =" 
0.0 Pe ee, 
Le ed Neon of a Ne, \ 4- 
+ 4 = aol 
au Aaa ‘ | DIVIDENDS 
ecoceee A \ H 6 ii eT ae 6-7 
=a = \ _ 
eee \ i se 
-—---- Baa Y ! enw 
a 
\j 
‘ i 4 - 
- 42 '55 1956 1957 1958 7] ~ 5.2°55 1956 1957 1958 | ‘55 1956 1957 1958 
——End of Month—— 
Jan. Dec. Jan. 1957-58 1951-1956 1946-50 1941-45 1931-40 1919-1930 
1958 1957 1957 —_— —— —Range for Period —___—_— 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. -_................... % 2.65 2.78 3.33 4.10-2.65 3.75-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. ................ % 2.76 2.84 3.33 4.12-2.76 3.76-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —................. % 2.92 2.96 3.29 3.97-2.88 3.64-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 24s, 9/15/72-67 _.. EN FEM 3.00 3.05 3.19 3.77-2.92 3.52-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 24s, 12/15/72-67 _...............- “ 2.98 3.04 3.17 3.72-2.90 3.51-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
314s, 1983-78 stitches ‘ snctemeaa. 3.24 3.22 3.29 3.69-3.14 3.45-2.59 (b) (b) (b) (b) 
3s, 1995 -.... ae eiteniiietinaciliglai: <a 3.21 3.20 3.27 3.60-3.13 3.42-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term eacacse. SS 3.58 3.68 3.72 4.15-3.55 3.82-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term bw. Te 3.77 3.92 3.86 4.31-3.76 3.89-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term hee, ae 3.99 4.13 4.00 4.51-3.95 4.02-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term eons % 4.70 4.97 4.48 5.11-4.41 4.46-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term ... 2.68 2.84 2.87 3.45-2.65 3.05-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term % 2.92 3.01 3.09 3.72-2.87 3.33-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term “ 228, ae 3.10 3.28 3.51 3.98-3.07 3.75-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term ; —— 3.76 3.92 4.08 4.51-3.73 4.22-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade % 4.23 4.31 4.32 4.68-4.23 4.44-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade | _............ aati 5.18 5.56 4.99 5.60-4.$9 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade _... deaxcncckcscctis 4.20 4.33 4.12 4.67-4.07 4.30-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade 7 % 4.68 4.95 4.69 5.16-4.64 4.92-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade a2 9 4.37 4.59 4.44 5.00-4.37 4.68-3.78  4.24-8.40(e) (e) (e) (e) 
Medium Grade sateinnnlieceinity.. “I 4.76 5.01 4.76 5.34-4.76 4.87-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) —.---.... $133.06 128.38 142.80 157.66-128.38 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) —.- = 5.86 5.88 5.90 5.94-5.86 5.89-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields —_.............. % 4.40 4.58 4.13 4.58-3.75 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(¢c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


(e)—Low Dividend Preferred Yield Averages 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 


in this series date from 
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: acts are Perishable 
| When an able investor first buys stock in a in the enterprise continues but new facts 
‘ company, he is apt to be very close to it. Its are overlooked, or outweighed by past 
} earnings, competitive situation, research impressions. And as the facts change, his 

i activities, and character of management investment may be endangered. 

are factors of great importance to him We work constantly to extend our 
i and he reaches out for every bit of infor- knowledge of each company whose secur- 
! mation he can acquire. ities are owned by our customers. That is 
But with the passage of months or why our Investment Management service 
years, it is not unusual for other matters can be important to you. 
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to absorb his major attention. His “stake” 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





Indices are based on fund operation during the period covered and are | 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 








No responsibility is assumed in so far as compliance with the Statement | 
of Policy is concerned for the employment in whole or in part of the | 
index by issuers, underwriters or dealers. Principal indices for January | 
31, 1987 appear in the February 1957 issue and current income returns | 
based on January 31, 1958 offering prices are available on request. | 
These will soon be added to a revised short form index. | 


















































Ref hould b de to the introd : " ’ 16° — of as ” 
eference shou e made to the introduc- 
tory article in July 1949 issue, outlining pur- 12/30/39 to hast Eh eee, Die. %| Prin. Less 5-Yr. Avg. 
poses of publication and considerations in 12/31/35 be 31/ ¥ 1/31/58 Net Pg Gann Net. Invest. 
selecting stock and cost-of-living averages, oA rincipa —" Invest. Cap. istr. (Bi 
diate and in interpretation of data. Principal Low High wiinalged Inc. Distr 1/31/58 oe 
BALANCED FUNDS 
American Business Shares ‘ie 65.9 177.1 $171.8 3.80 2.28 +107.0 3.53 
Axe-Houghton ES SS ae eee ene i 71.4 275.8 253.7 2.99 4.05 164.0 2.73 
eee rougnion-Pund “8 2.) ace 83.1 316.4 +282.1 3.41 2.80 4197.2 3.28 
el ES eee ane Se eee eee Mn OS > 103.1 60.2 250.1 +234.0 3.04 5.21 4168.8 3.02 
Commonwealth Investment — 106.3 73.5 306.9 276.9 3.39 2.22 213.7 3.29 
Eaton & Howard Balanced ___ 114.5 73.6 274.7 250.8 3.05 1.81 210.6 3.13 
Fully Administered Fund (Group Securities) _.. scint 69.4 192.0 180.5 4.14 1.20 126.1 3.58 
General Investors Trust —— 110.0 65.2 189.7 4171.2 4.19 5.14 4113.6 3.79 
OS SRS REL ee a 73.5 217.2 199.2 3.79 0.80 161.3 3.71 e 
pees Tete Feed one — 280.7 253.2 3.39 2.26 213.6 3.31 e 
Maties-Wide Seeutties®*® 102.6 59.6 185.7 175.0 3.80 3.70 130.2 3.67 
nee pages Fees 117.4 61.4 205.5 4193.2 3.79 0.99 +137.6 3.69 
EEE eee ste 69.2 219.4 198.9 3.32 2.62 150.7 3.28 
Scudder Stevens & Clark __.. piipentonctionisia 97.4 80.9 216.5 195.9 3.37 0.83 152.7 3.14 
Wellington Fund —__. 105.2 75.0 230.3 211.7 3.35 3.13 151.6 3.27 
Whitehall Fund t — — 278.3 265.1 3.73 3.24 201.5 3.61 e 
Wisconsin Fund, Inc.***(¢) — — | 65.1 $8142 $287.1 8.56 1.69 4181.0 3.44 
AVERAGE: BALANCED FUNDS _ 107.1 70.1 238.5 219.6 3.53 2.64 156.1 3.38 
STOCK FUNDS 
aa — 50.2 256.0 249.2 3.71 3.28 143.9 3.77 
Broad Street Investing Corp. — 109.9 60.1 830.6 305.5 3.81 2.06 233.1 3.95 
ES EE eee ree 109.8 61.0 331.0 296.8 3.00 4.88 216.1 3.24 
Delaware Fund __.. a Bt 2 SS ahaa — 76.1 224.3 208.0 3.41 4,22 103.7 3.34 
Diversified Investment Fund, Inc.***(c) ___ — — 226.8 197.0 4.39 2.20 154.3 4.32 e 
I Ea 109.0 62.1 264.9 7242.9 3.42 3.51 7181.6 3.37 
ne gif — — 332.2 7302.0 1.96 1.45 243.6 2.50 
Deion Mower Steck 107.1 62.7 402.9 354.0 2.61 0.93 293.0 297 
8” SESE CE eae ee rere ae — _— 381.1 7324.7 3.45 2.76 $256.1 3.84 @ 
Fundamental Investors —.................-..--.--------------- 105.2 64.8 487.0 369.5 3.10 1.83 289.2 $37 
Eheotperated Investors 103.6 63.9 439.0 7340.3 2.74 2.96 4241.5 2.91 
Institutional Foundation Fund (c) —- Pees — -— 256.3 227.0 4.40 3.84 156.3 3.83 e 
Investment Co. of America —.................-.-.- —~ 69.0 831.3 298.4 2712 5.23 182.6 2.88 
Knickerbocker Fund (c) ——-....._.._____ — 59.8 146.3 7137.2 3.69 3.60 + 135 3.21 
Loomis-Sayles Mutual Fund (¢c) _...... 72.4 74.2 246.5 4237.9 3.31 4.44 4141.5 3.04 
Massachusetts Investors Trust 110.7 50.7 356.8 301.2 3.47 1.44 268.2 3.70 
Mass. Investors Growth Stk. Fund —. 114.2 57.4 400.8 335.0 1.89 1.89 252.3 2.16 
Mutual Investment Fund (c) 129.7 56.1 220.4 ¥199.5 3.30 2.35 4145.5 2.90 
National Investors — ven sot ose oe nt hae -- 60.7 446.3 386.4 Zot 3.32 274.3 2.64 
National Securities — Income*** (c) ae — 66.0 147.7 126.3 5.41 4.40 96.2 5.10 e 
Selected American Shares _...- 123.8 60.9 274.7 +240.8 3.45 2.89 +150.8 3.39 
Rieemerisnats ANARANONG 222) — 62.5 211.3 180.7 4.06 1.80 144.6 4.07 
State Street Investment Corp. a coe 92.8 60.7 324.0 284.1 2.73 3.64 153.3 2.68 
Wall Street Investing Corp. (a) — aa 363.5 330.7 3.21 1.34 305.5 3.28 e 
AVERAGE: STOCK FUNDS __-... a 107.4 62.5 315.3 281.1 3.15 2.88 700.0 3.19 
500 STOCK INDEX (Standard & Poor’s)n ___.... 107.5 59.8 398.2 333.9 iis —_ ae oer 
CONSUMER PRICE INDEX (B.L.S.)n — 99.7 204.0 a eas seas 7 ps 


























Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 


CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other source, for the current 
annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number 


on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





n—New revised series adjusted to 1939 base. t—Adjustment for capital gains tax will be made in **Became Balanced Fund in 1945. 
(c)—Regrouping awaits new detailed classifications. revised index. ***Not included in balanced or stock average. 
(a)—Does not reflect new acquisition cost. yEx-dividend current month. ****Name changed from Nesbett Fund. 
@Principal index begins after 1939 base date. —_ — in stock grouping; New England in 
balanced. 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Mutuals’ Sales Slide 
in Final Months of 1957 

ET SALES OF MUTUAL FUNDS TO THE 
N public during the months of No- 
vember and December of 1957 fell 15 
to 16 percent below those of the corre- 
sponding months a year earlier. Figures 
made available through the investment 
company trade association do not dis- 
tinguish between the types of funds nor 
the outlets through which they are dis- 
tributed so pinpointing reasons for this 
decreased interest of the investor is dif- 
ficult. It does suggest, however, a more 
temperate appraisal of the much adver- 
tised sustained interest in the funds dur- 
ing a period of protracted recession and 
lower security price levels. 

Net sales of the funds (gross sales less 
redemptions) during the entire year 
1957 presented a more optimistic pic- 
ture, totaling $985 million against $914 
million a year earlier — an increase of 
although the latest figure included 
results of 10 more companies. Share- 
holder accounts for both the mutuals and 
closed-end investment companies also in- 
creased to a total of 3,364,073 at the 
1957 year-end, a 21% rise over the num- 
ber a year previously. Monthly sales fig- 
ures for the final 1957 quarter follow: 


ors 
Os 


Mutual Fund Sales — 3rd Qu. 1957 


(millions of dollars) 


1957 1956 
Gross Net Gross Net 
October __.. 1385.1 99.5 114.9 83.5 
November 100.38 72.3 113.3 85.7 
December 102.9 69.5 114.4 82.7 


Companies Buy Stocks 
Cautiously in 4th Quarter 
Investment companies purchased 
stocks cautiously during the final quarter 
of 1957, according to the regular sur- 
vey of portfolio activities published by 
this writer in Barron’s. The stock funds 
cut back their gross purchases of junior 
equities 30% from that of the preceding 
three-month period and the balanced 
funds bought 20% less common stocks. 
Nevertheless, the overall defensive po- 
sition was not notably increased and 
half of the companies surveyed actually 
lightened their holdings of cash, govern- 
ments and short terms during the period. 
One good reason for this, of course, in 
addition to the decreasing mutual sales 
to the public, was the cash earmarked 
for year-end capital gains distributions. 
A more defensive posture was assumed 
in the top industry group favored, how- 
ever, since the public utilities contended 
with the oils for management approval. 
Next followed, as during the previous 
quarter, the electrical equipments and 
the building issues and then the non- 
ferrous metals and drugs along with such 
defensive issues as the banks. Feared 
prolongation of the recession stimulated 
new buying in the food chains and the 
chemicals, tobaccos and even natural gas 
issues attracted purchasers. Opinion was 
divided on the steels, machinery and in- 
dustrial equipments, aircraft and rails, 
transactions decreasing considerably in 
the carriers. 
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Issues to be bought on balance by six 
or more managements, which did not 
also have an added stimulus from stock 
dividends or rights offerings during the 
quarter, were Chrysler, Chemical Corn 
Exchange Bank, National Lead, Allied 
Chemical and Dye, duPont, Merck, RCA, 
Westinghouse Electric, Anaconda, In- 
ternational Nickel, Republic Natural Gas, 
St. Regis Paper, Atlantic Refining, Royal 
Dutch Petroleum, Florida Power and 
Light, Middle South Utilities, Armco 
Steel and Republic Steel. Among the 
stocks unpopular with at least one half 
dozen managements were North Amer- 
ican Aviation, General Motors, Union 
Carbide, General Electric, Amerada Pe- 
troleum and Bethlehem Steel. 


Principal Values Vary 
Widely in 24-year Period 

Changes in the principal values of 
common stock mutuals on the average 
approximated the moves of the general 
stock market during the one-year and 
two-and-one-half year periods ending on 
December 31, 1957, according to the 
Trusts anp Estates Index. Individual 
company performance showed wide vari- 
ation, however, particularly during the 
period commencing with June 30, 1955 
when, according to the industrial com- 
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CHANGES IN PRINCIPAL VALUE 
June 30, 1955 - December 31, 1957 


Dreyfus Fund - _.. +13.19% 
National Investors - ne + 4.84 
Loomis-Sayles Mutual Fund _+ 3.34 
Mass. Investors Growth Stock 

Fund tv _..+ 2.86 
Boston Fund __ + 1.27 
Bullock Fund _ i de he be 
Dividend Shares Ad A, See + 97 
State Street Investment Corp. - + .54 
Broad Street Investing Corp. + .48 
Investment Co. of America _.+  .09 
Whitehall Fund _ : — 13 
Nation-Wide Securities — .14 
Standard & Poor’s 425 Indus- 

trials ___ ie ee 
Affiliated Fund - — 32 
Eaton and Howard Stock Fund — 1.38 
Eaton and Howard Balanced 

Fund — 1.72 
Massachusetts Investors Trust — 1.93 
Johnston Mutual Fund _..— 1.94 
Fundamental Investors — 2.93 
New England Fund — 3.18 
Wellington Fund . , — 3.88 
Selected American Shares __..— _ 4.18 
General Investors Trust _.......— 4.45 
American Business Shares __.. — 4.85 
Fully Administered Fund ane 

Sec.) _... — 4.90 
Wall Street Investing Corp. — 5.42 
Investors Mutual _._- _— 5.82 
George Putnam Fund . ; — 5.85 
Scudder Stevens & Clark Fund — 6.56 
Delaware Fund : __......— 8.06 
Axe-Houghton Fund “Ay — 9.18 
Commonwealth Investment Co.— 9.66 


Axe-Houghton Fund “B” —— 


Mutual Investment Fund _...— 9.70 
Wisconsin Fund, Ine, __........ — 9.80 
Fidelity Fund eer: 
Knickerbocker Fund __... —11.56 
Diversified Investment Fund __—11.90 
Incorporated Investors _________ —12.13 


Institutional Foundation Fund_—12.44 


Sovereign Investors - 
National Securities — Income. 








ponent of Standard and Poor’s “500” In- 
dex (425 industrials), the market level 
matched that at the 1957 year-end. Dur- 
ing the last twelve months the balanced 
fund general principal Index registered 
a 9% decline and the stock Index a de- 
crease of 14%. Noteworthy was the jump 
in the effective annual rate of return 
from income dividends for the balanced 
funds over that of the last year to 3.51% 
as contrasted with 3.15% twelve months 
earlier. 


Several of the companies listed in the 
accompanying summary table, which 
had relatively poor principal perform- 
ances during the 30-month period, had 
outstanding records, however, during 
the eighteen-year span commencing on 
December 30, 1939 — the Index base — 
as is readily ascertainable in the regu- 
lar monthly Index which appears on 
these pages. Calculation of the summary 
results is arrived at by subtracting Col- 
umn 16 (Principal 12/31/57) from 
Column 12 (Principal 6/30/55) which 
appear on page 45 of the January 1958 
issue and dividing the difference by Col- 
umn 19 (Principal less Cumulative Capi- 
tal Distribution 6/30/55) published at 
page 59 of the July 1955 issue. If a de- 
crease in value is indicated, the earlier 
date, of course, comes first in the divi- 
dend, but the divisor remains the same. 


Same Base and 
Periods Proposed for Index 


In last month’s column we proposed 
certain new classifications for investment 
companies which we anticipate will fa- 
cilitate its use when revised. Several sug- 
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gestions of a highly constructive nature 
have already been made by our friends 
in the industry. We invite additional 
suggestions and discussion on these clas- 
sifications before coming to a decision 
on the final form they will take. 


Suggestions are similarly invited on 
our present plans to continue the same 
base and periods used over the nine 
years the Index has been in existence. 
As noted in the article introducing the 
Index in 1949, the 1939 year was thought 
to be ideal since it marked the beginning 
of the current inflationary period, hav- 
ing its inception with the outbreak of 
World War II. We wished to measure the 
ability of the funds to keep pace with 
this inflationary trend both as to princi- 
pal and income performance. A cursory 
glance at Column 16 of the full 1957 
year-end Index, for example indicates 
that only half of the balanced funds 
were thus able to protect the principal 
value of their shareholder accounts. 
Again, a rundown of Column 19 indi- 
cates that where capital gains distribu- 
tions had been paid out to life interests. 
as is contemplated under existing court 
decisions on investment companies in 
both New York and Pennsylvania, the 
remaindermen in practically all of the 
included balanced funds would have 
suffered measurably from a decrease in 
the purchasing power of their capital. 


As to periods, we call attention to the 
accompanying table elsewhere on this 
page. In very short order one can com- 
pare month-end figures for two and 
one half years ago, or any periods what- 
soever that suit his purpose of intelli- 
gent analysis. This Index has never been 
intended as a gadget for exploitation by 
the eager salesman, but rather as a tool 
for analysis by the serious professional. 


Walter Morgan, President of Welling- 
ton Fund, does not think our present 
base is satisfactory. He writes: “I think 
your Index would be of much more value 
if it started in a higher market — per- 
haps 1946 — in order to take the em- 
phasis away from the more speculative 
funds, and get nearer to the ideal of 
having the beginning and ending of the 
period at nearly the same market level 

. Most authorities other than your- 
self, show more than one period as a 
test of prudent management, so perhaps 
this would be a sensible solution.” 


But Donald W. Ellsworth, former Edi- 
tor of the old New York Times Analyst 
and Vice-President of E. W. Axe and 
Co., supports the 1939 base period in de- 
tailing these reasons for its use in his 
firm’s widely recognized business index. 
He writes us: “It was the last year be- 


TRUSTS AND ESTATES 








nm 


n 


in 
he 
he 
ve 
in 


he 


ris 


nd 
at- 
lli- 
en 
by 
01 
al. 
ng- 
ent 
ink 


lue 


m- 
ive 

of 
the 
vel 
yur- 


aps 


‘di- 
lyst 
and 


his 
lex. 


\TES 





PSA Oe 








fore the war began distorting the figures. 
Any business index adjusted for long- 
time trend by accepted methods would 
probably average about 100 for 1939. It 
was sort of an average year, following a 
decade of wide fluctuations. We doubt 
that the selection of any particular year 
is a matter of grave importance, and we 
do not understand why anyone could 
possibly object to the use of 1939 for 
that purpose.” And, we might add, the 
S.E.C. uses this year as the base for its 
fine series of indices Of security price 
movements. 


MunicrpaL Bonp Funps VIE 
FOR CONGRESSIONAL APPROVAL 


Proponents and opponents of two 
measures that would permit investment 
companies to pass through the tax 
exempt status of municipals to the ulti- 
mate investor appeared on January 31 
before the Mills subcommittee of Ways 
and Means. The so-called “narrower 
bill” (described at length in T & E, 
April 1957, p. 375) would apply only to 
regulated investment companies which 
have 90% or more of their assets in cash 
or a diversified portfolio of State and 
local bonds, derive at least 95% of their 
income from such securities, and dis- 
tributes at least 90% of this income to 
shareholders. Embracing actually three 
sections, H.R. 8810, 8811 and 8812, it 
amends subsection M of the Code. 


The “broader bill,” H.R. 8702 (first 
noted in T & E, Sept. 1957, p. 934) in 
effect makes an addition to Section 103. 
It permits the “passing through” of ex- 
empt income of a corporation other than 
a bank or insurance company provided 
that 90% of its gross income is derived 
from security income and capital secur- 
ity transactions, with less than 30% of 
the gross resulting from the latter trans- 
actions in securities held for less than 3 
months. Thus, no requirement is made 
for any substantial investment in tax- 
free municipals and personal holding 
companies are included in its scope. 


Proponents of both measures called 
attention to the ever increasing demands 
of the municipal securities markets and 
the necessity to provide larger purchas- 
ing power to hold down borrowing costs 
as reflected in interest rates. The invest- 
ment company representatives claimed 
they would do this and were supported 
by one representative of a municipal 
bond house. The National Committee for 
Municipal Bonds, chief proponent of the 
broader measure, claimed the more ex- 
tensive buying power that would be gen- 
erated by their bill was necessary. The 
group’s list of sponsors is studded with 
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several top municipal fiscal officials 
throughout the country and was backed 
by the appearance and statement of Carl 
H. Chatters, Comptroller of Chicago. 
But Austin J. Tobin, Executive Di- 
rector of the Port of New York Au- 
thority, appeared in opposition to the 
latter measure. Recognized as the spear- 
head of movements designed to head off 
recurring attempts to undermine the tax 
exempt status of municipals during the 
last two decades, he stated that, while 
he had no objections currently to the 
narrower measure, he did object to H.R. 
8702 “because it singles out personal 
holding corporations for special and 
beneficial treatment for which they have 
no equitable claim and which will never- 
theless result in a heavy loss of revenue.” 


TAXABLE REALIZED GAINS 
RETAINED BY Four FUNDS 


One mutual fund and three closed-end 
companies are known to be retaining 
part of their taxable capital gains 
realized during 1957 and thus for the 
first time making available to share- 
holders of investment companies certain 
advantages provided under a_ recent 
amendment to the Internal Revenue 
Code. As detailed previously in these 
columns, the shareholder is in precisely 
the same position tax-wise as if the 
realized gain had been distributed to him 
rather than retained. In essence, the 
holder of record at the end of the year 
reports his share of retained long-term 
gain, takes credit or claims refund for 
the 25% Federal income tax paid by 
the fund on his share of this un- 
distributed gain, and increases the cost 


of his stock for tax purposes by his share 
of the gain retained by the fund after 
payment of taxes. 

Pioneer Fund is the one mutual to use 
this new provision, retaining approxi- 
mately 30% of realized gain. As a mat- 
ter of fact, in this instance management 
had little discretion in the determina- 
tion of whether such profits should be 
withheld since it is a matter of funda- 
mental policy in the fund’s prospectus 
that it will “distribute to shareholders 
approximately 70% of net profits 
realized from sales of securities. . . . The 
balance of such profits, after taxes, will 
be retained by the Fund for reinvest- 
ment.” This policy can only be changed 
by vote of the shareholders. 

Tri-Continental Corp. has been the 
one closed-end company that has con- 
sistently ploughed back net gains on in- 
vestments over a period of a dozen years 
and of couse was an enthusiastic pro- 
ponent of the new tax provision. It is 
retaining realized gains equivalent to 77 
cents per common share, paying a tax 
equal to 1914 cents per share which its 
stockholders will use as an -offset on 
their own returns. 

Calvin Bullock’s Carrier and General 
Corp. cut back its common stock posi- 
tion extensively during the first half of 
1957, realizing capital gains of almost 
$5.00 on common shares which were 
selling at 2034 at the year-end. Only 
$1.00 of gains was distributed to share- 
holders, the remaining capital profits 
being ploughed back. 

A third closed-end company, Niagara 
Share Corp., also retained about one- 











third of its gains realized during 1957. 
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In the past few months, many well rated 
bonds have appreciated in market price by 
amounts equivalent to four years income at 
coupon rates. Those tidy gains reflect al- 
most entirely money market conditions, the 
easing of interest rates. Other bonds, notably 
long-term secondary liens of marginal rail 
carriers, are selling currently at prices 20% 
below their twelve-month highs, or at prices 
that have dropped by an amount equal to 
three years coupons. 

Highest grade bonds that traditionally 
provide stability of income for the conserva- 
tive private investor have brought capital 
growth during a period when market prices 
of a considerable number of the more highly 
regarded “growth” stocks have been dwin- 
dling. This cross-current of price movement 
during a period of business uncertainty and 
contraction is not a new phenomenon. It is 
an investment fact-of-life that has been 
pushed into the background by the snow- 
balling emphasis on “common stocks for 
growth” and “common stocks for protection 
against the shrinking purchasing power of 
the dollar.” 

Aggressively sold shares of mutual funds 
that have an investment policy of “common 
stocks at all times” have aided in obscuring 
the capital building role of fixed income se- 
curities, purchased with judicious timing. 
Compensation to registered representatives 
and security salesmen for the sale of mutual 
fund shares may run as high as 4% of the 
investment; as compared with th to 34ths 
of 1% of an equivalent dollar investment in 
highest grade bonds. 

Security analysts, trained during a 15-year 
period of almost continuous business expan- 
sion, have never had to employ fixed income 
securities to attain portfolio objectives be- 
yond stabilizing income. The high tax rates 
have made seyphisticated investors reluctant 
to realize stock gains and to switch from 
stocks to bonds. 

While the institutional structure of securi- 
ties distribution, particularly the compensa- 
tion pattern, will retard any widespread 
renaissance of bonds for the small investor, 
the professional investment advisers of the 
large investor compensated on a percentage 
fee basis do not reduce their compensation 
by directing their clients’ funds into bond 
investment. 

The principal criteria for bond selection 
have been carried forward from an earlier 
era when the highest grade fixed income in- 
vestments were the specifically secured bonds 
of railroad and public utilities. The key 
measure of quality was the ratio of historical 
earnings after the payment of all expenses of 
operation to the amount of “fixed charges,” 
principally interest on funded debt and 
the bookkeeping adjustment “amortization 
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MANAGEMENT SPEAKS... 


Abstracts ard quotations from recent talks by the top 
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O. ROGERS FLYNN, Jr. 


Contributing Editor 


of bond discount.” Generally speaking, the 
higher the “coverage of fixed charges” and 
the greater the stability of this ratio over 
past years the better the quality rating given 
to the bond. Contractual payments on ac- 
count of principal or the establishment of 
sinking funds to aid debt extinguishment at 
maturity were practically never employed for 
the expanding public utilities and were by 
no means generally employed for railroad 
issues. 

The ratio of bonded indebtedness to the 
value of the property specifically securing 
the issue was another quality measure. Its 
significance was rather to measure the ca- 
pacity of the property to sustain the debt, a 
protection against over indebtedness, than 
as an estimate of realizable value in the 
event that the bond holders were obliged to 
levy on the underlying property to protect 
their interests. 

The pattern of present-day industrial 
financing is to provide for the extinguish- 
ment of bonded indebtedness through a ser- 
ies of annual contractual payments sched- 
uled where bonds are issued. Failure to meet 
the principal payments when due constitutes 
an act of default which affords the bond- 
holders the same remedies as the failure to 
make interest payments when due. 

The probable ability of the issuer of the 
bonds to meet contractual payments of prin- 
cipal and interest must still be appraised by 
an examination not only of past earning 
power but also of financial position when the 
bonds are issued. Probably, the key relation- 
ship today for industrial issues is the ratio 
of current assets to total debt. Excluding in- 
tegrated companies developing natural re- 
sources such as petroleum and metal pro- 
ducers with investments in raw material re- 
serves, most present-day industrial companies 
have current assets in excess of all liabilities 
including long term debt. 

The ability to maintain current assets in 
excess of debt will be contingent upon abil- 
ity to add to assets from earnings to a greater 
extent than it depletes assets by payments to 
bondholders, for Federal taxes, and to other 
security holders. 

Because payments on account of interest 
are tax-deductible while payments to bond- 
holders on account of principal are not busi- 
ness expenses but are related to net income, 
there is no simple earnings/payment ratio 
that fills the place of the old “times fixed 
charges earned” as a simple measure of the 
investment quality of a bond. 

In the belief that bonds will retain for 
some time their newly-recovered usefulness 
for the private investor seeking capital 
growth as his main objective, this depart- 
ment will present in the next issue some 
measures of investment quality applicable to 


modern fixed income securities that have sub- 
stituted “negative pledge clauses” and “cov- 
enants to maintain working capital” for 
specific liens on property; and which have 
scheduled regular payments to be met if 
the penalties of default are to be avoided. 


AMERICAN AIRLINES, INC. 
By C. R. Situ, president 





Equipment and financing will con- 
tinue to be the key to successful airline 
operation. In 1958 the first long range 
jetliners will be delivered to operate on 
the N. Y.-Los Angeles route in Jan. 1959, 
with flying time reduced to five hours 
from the present best schedule of eight 
hours and forty-five minutes. This 40% 
time saving is expected to be propor- 
tionate for middle-distance flights. 

By 1961, all major long-distance 
routes will be operated with jet air- 
liners and most intermediate routes by 
1965. These conversions will require a 
nearly complete replacement of the 
piston-driven fleet now in service. While 
rapid depreciation of present aircraft 
must be taken into consideration, the 
new jet equipment is expected to have a 
long life with a much lower obsolescence 
factor. Supersonic aircraft for civilian 
transportation do not appear to be in 
prospect for the next two decades, be- 
cause of high operating costs. There will 
be a satisfactory period to amortize the 
cost of jet equipment—not less than ten 
years. The market for piston-driven air- 
craft has softened and estimated revenue 
from its sale will be considerably less 
than many earlier estimates. 


New York Society, Jan. 10. 


CENTRAL HUSON GAS & 
ELECTRIC CORP. 


By Ernest R. ACKER, president 


Despite a 10% increase in outstanding 
shares, Company was able to maintain 
a slight increase in per share earnings. 
About 30% of 1957 dividends will be 
non-taxable for Federal income tax. 
Some portion of dividends over the next 
few years is also expected to be exempt. 

Billings for 1957 were up about 7% 
for electricity and 3% for gas. Drought 
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conditions involved curtailment of elec- 
tric usage for water pumping and heat- 
ing in suburban and farm areas. Resi- 
dential load increased about 10% more 
than the average use in the Middle At- 
lantic region. 

1958 expectations are for 7% in- 
crease in electric sales and 8% in gas 
sales. Earnings per share are estimated 
at about $1.14. 

New York Society, Jan. 22. 


CONSOLIDATED EDISON CO. 
OF N. Y., INC., 


By Cuar es E. EBLE, president 


Increase in demand for electric, gas, 
and steam services averages about 5% 
annually in the densely populated areas 
served by the Company. This rate of 
growth is expected for the next five 
years. While Edison’s growth rate is less 
than that of the power and light industry 
as a whole in the past ten years, load is 
less subject to fluctuation because of 
diversification of industrial customers 
and little dependence on durable goods 
manufacture. 

Present inflated construction costs re- 
quire investment of $4 for each $1 of 
gross revenues. Increased costs require 
higher rates as they cannot be met by 
greater operating efficiency. Of the three 
pending rate issues, one effective Jan. 
1, 1958 provides about $4.8 million ad- 
ditional revenue per year from metered 
gas. The other two issues involving addi- 
tional revenues of about $11 million 
annually are still pending. 

Local property taxes to the City of 
New York total $59 million represent 
about 614% of the city’s total tax rev- 
enues. Adjustments are expected that 
will reduce property taxes about $1 
million a year. 

New York Society, Jan. 8. 


MONTGOMERY WARD & CO. 


By Joun C. Barr, chairman & president 
Since 1955 Ward’s has brought in or 


reemployed a new  top-management 
group including the executive, financial, 
merchandising, operating and personnel 
vice presidents, controller, and_ secre- 
tary; inaugurated an executive develop- 
ment department; completed a major 
reorganization of its entire management 
structure. The mail order and _ retail 
store activities, formerly conducted as 
competing divisions, have been brought 
uncer unified but de-centralized control. 
Four divisional managers are responsible 
for sales and profits in their respective 
areas, regardless of whether the sales 
originate from catalog or over-the- 
counter transactions. The four regions 
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are divided into 21 districts, each headed 
by a district general manager. Full au- 
thority for management of retail and 
catalog stores, as well as mail order and 
warehousing operations, has been dele- 
gated to these field managers. 

Although Montgomery Ward is known 
as a mail order house, two-thirds of its 
sales are made through retail stores, and 
two-thirds of the so-called mail order 
sales are made through catalog stores. 
This leaves only 12% of sales as truly 
mail order sales. 

During 1957, contracts were made for 
nine large modern stores; more new 
stores will be contracted for in 1958 than 
in the preceding year. Consideration will 
be given to the acquisition of established 
retail businesses, similar to The Fair, 
which was acquired in 1957. 

New York Society, Jan. 27. 


RADIO CORP. OF AMERICA 


By Frank M. Fotsom, chairman of the 
executive committee 


Electronics is the fastest growing in- 
dustry in the U. S. at the present time 
because the growth prospects of many 
businesses will depend on its applica- 
tion to major manufacturing operations 
over the next decade. From 1947 the 
volume of electronics business has in- 
creased from $2.3 billion to about $12 
billion in 1957. Television receivers have 
increased from 175,000 to over 46 mil- 
lion while the number of TV stations 
has grown from 19 to over 500. 

Over 1250 electronic business com- 
puters are now in operation, all installed 
since 1953. Sales of this equipment 
reached $350 million in 1957 and should 
exceed one billion annually by the end 
of 1959. 

Of RCA’s total 1957 volume, 73% 
came from manufacturing, 25% from 
broadcosting and 2% from communica- 
tions. 

Profits for the first nine months of 
1957 showed a small increase over 1956 


but the full year’s showing is expected 

to be somewhat below 1956 because of 

softening business in the last quarter. 

Working capital remains at about $300 

million, with inventories up about 8% 

compared with a volume increase of 4%. 
San Francisco Society, Jan. 16. 


UNION BAG-CAMP PAPER CORP. 


By Donap J. HARDENBROOK, vice presi- 
dent 


Company has a long term forestation 
project involving some 1.4 million acres 
in Georgia, Northern Florida, North 
Carolina and Virginia. Present pulp- 
wood removal from company lands rep- 
resents about 20% of requirements. 

Research is being conducted in cost 
reduction, increasing production and 
new product development. Since 1953, 
a 3000 acre experimental forest has been 
maintained to study optimum growing 
conditions and improvement of wood 
quality. New product development has 
been concerned with production of 
special purpose bags, with 15 or 20 new 
ones recommended to the sales depart- 
ment each month. Among new uses are; 
iced corn, animal feed, chemicals, cab- 
bage, sweet potatoes, onions and other 
vegetables, as well as multiple unit bags 
of all varieties. Special corrugated boxes 
have been developed for various truck 
crops and to package such diverse items 
as frozen turkeys, ammunition, and fruit 
concentrates. 


New York Society, Dec. 19. 
A A A 


SAVINGS BANK LIFE INSURANCE 
Hits $1 BILLION 


The total amount of Savings Bank Life 
Insurance in force reached the $1 billion 
mark on January 15, according to the 
National Association of Mutual Savings 
Banks. The amount of Savings Bank 
Life Insurance in force has risen 45% 
— from $685 million to $1 billion — 
during the past five years. 





‘Title Insurance... 
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Congressional Proposals 


ye MUCH DISCUSSED REAPPRAISAL OF 
our national atomic energy develop- 
ment program is now underway. At least 
one worry of those who have expressed 
fear we may be falling behind in the 
world nuclear race was exploded late 
last month, Following much press specu- 
lation that Britain had beaten us by 
achieving the world’s first laboratory- 
controlled hydrogen fusion reaction, the 
British Atomic Energy Authority re- 
leased a statement January 24 that said: 

" control of thermonuclear re- 
actions for electricity generation may 
well be a possibility for the future, 
though its practical application is still 
a long way off . . . The work must be 
expected to remain in the research stage 
for many years yet.” 

In a simultaneous statement the U. S. 
Atomic Energy Commission said: “To- 
day’s announcements make it clear that 
fruitful and promising results have been 
achieved in the laboratories of both 
countries but we should not expect early 
harnessing of fusion for the production 
of power.” 

With U. S. investment in atomic fis- 
sion—as opposed to fusion—increasing 
steadily, AEC added this reassuring 
note: “The controlled thermonuclear 
program will not interfere with the cur- 
rent development and construction of 
reactors to produce electricity from nu- 
clear fission.” 

An Atomic Energy Commission de- 
vice for fusion experiments, called a 
“Stellarator” (to attain stellar tempera- 
tures), will be designed and constructed 
at Princeton, N. J., by Allis-Chalmers 
and RCA, combined as C.. Stellarator 
Associates. Only one private enterprise 
fusion research program has been an- 
nounced so far, by a group of eleven 
Texas electric companies known as the 
Texas Atomic Energy Research Founda- 
tion. General Atomic Division of Gen- 
eral Dynamics Corporation is conduct- 
ing this $10 million research project at 
San Diego. 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


KEEPING THE ATOMIC LEAD 


Government and Commercial Projects Reviewed 


VINCENT R. FOWLER 


The pot of gold at the end of the 
rainbow is that heavy hydrogen in the 
form of deuterium is present in immense 
quantities in the oceans. Enough deuter- 
ium exists in a single cubic mile of sea 
water to supply the U. S. with power, 
at present rates, for 10,000 years—if we 
can put it to use. Scientitsts also say that 
it’s possible a fusion power plant might 
not require turbines and generators— 
that they may be able to tap the power- 
ful electro-magnetic forces that result, 
and produce electricity directly. 


Congressional Proposals 


The 85th Congress opened its second 
session with Democratic members of 
the Joint Committee on Atomic Energy 
making a series of speeches linking nu- 
clear energy and space travel. Joint Com- 
mittee Chairman Carl T. Durham ap- 
pointed a special subcommittee on outer- 
space propulsion. Sen. Clinton Anderson 
of New Mexico, named chairman of this 
subcommittee, urged immediate develop- 
ment of a nuclear space ship and ac- 
celeration of “Project Rover,” a nuclear 
rock propulsion project being conducted 








Work is progressing on reactor parts for the 
Power Reactor Development Company’s 
Enrico Fermi Power Plant. 


Senior Vice President, Bozell & Jacobs, Inc. in charge of Nuclear Energy Division 


at the Los Alamos Atomic Laboratory. 
In addition, an atomic-powered ramjet 
vehicle known as “Project Pluto” is 
being developed at the Livermore (Cal.) 
Radiation Laboratory. 

Senators Gore and Monroney intro- 
duced a bill to amend the Atomic Energy 
Act of 1954, authorizing $1 billion for 
government controlled nuclear projects 
including construction “as soon as prac- 
ticable” of thermonuclear power plants 
and “development of a manned vehicle 
powered by nuclear propulsion and cap- 
able of sustained travel outside the 
earth’s atmosphere.” 

Francis X. Welch, editor of the elec- 
tric industry trade magazine Public 
Utilities Fortnightly, predicted last 
month that notwithstanding the economy 
drive, there is “a good chance” Con- 
gress and the Administration will agree 
on a program for the AEC to build 
more nuclear power plants directly, 
rather than working through private in- 
dustry. Welch, whose annual predictions 
have been highly accurate in the past, 
believes the argument that “we can’t let 
Russia get ahead of us” will prevail. 


Strauss’ New Year Report 


“The technical feasibility of atomic 
power no longer remains in doubt,” said 
A.E.C. Chairman Strauss in a January 
statement. “We can produce electricity 
safely and efficiently from not one, but 
a variety of types of nuclear reactors. 

“The Atomic Energy Commission’s 
approach to this challenge (of produc- 
ing atomic power that is safe, reliable, 
and finally competitive with convention- 
ally-produced electricity) will be pur- 
sued in association with industry—a 
partnership which in 1957 strengthened 
United States leadership in developing 
the peaceful atom in all fields.” 

Admiral Strauss gave the following 


thumbnail sketch of industrial.-atemic © 


development to date: 


“In the three and a half years since 
amendment of the Atomic Energy Act | 


and relaxation of the government’s mcn- 
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opoly, a new and rapidly expanding in- 
dustry has come into being. It has been 
estimated that the level of business of 
the U. S. atomic energy industry for 
1957 amounted to more than a half- 
billion dollars. In reactor development 
alone, industry’s share has grown tre- 
mendously and now represents about 
one-third of the total national effort to 
develop economic nuclear power.” 


Box Score on Nuclear Plants 


6 atomic reactors designed for civil- 
ian power came into operation in the 
U. S. during 1957. 5 of these are 
presently generating electricity with 
combined capacity of about 85,000 
kilowatts. The sixth is the AEC’s 
homogeneous reactor at Oak Ridge, 
not yet connected to turbo-generator. 

3 of these reactors produce kilo- 
watts which are being distributed com- 
mercially over existing utility com- 
pany systems: AEC-Duquesne Light 
plant (60,000 kilowatts net initial ca- 
pacity) the GE-Pacific Gas & Electric 
plant (5,000 kw initially); and the 
sodium reactor at Santa Susana, 
Calif., designed by North American 
Aviation (6,500 kilowatts capacity) 
over Southern California Edison sys- 
tem. 

The other two are the AEC’s boil- 
ing water reactor at Argonne Na- 
tional Laboratory—a promising type 
—and the small Army packaged power 
reactor at Fort Belvoir, Va. 


4 large-scale commercial atomic 
power plants are currently under con- 
struction: Power Reactor Develop- 
ment Company’s Enrico Fermi plant 
which will feed 100,000 kilowatts into 
the Detroit Edison system; Common- 

._ wealth Edison’s Dresden plant near 
Chicago (180,000 kilowatts) ; Consoli- 
dated Edison’s Indian Point Plant 
near New York (163,000 kilowatts) ; 
and Yankee Atomic Electric Com- 
pany’s plant at Rowe, Mass. (134,000 
kilowatts). 

In addition, contracts have been 
negotiated or planning has started for 
another 12 or 13 plants of various 
types and sizes to be completed by the 
mid-1960’s. Total U. S. atomic power 
capacity by that time should be well 
over 1,000,000 kilowatts. (By compari- 
son, Consolidated Edison’s 1956 peak 
was 3,241,000 kw). 

The electric utility companies spent 
about $35 million on construction or 
pre-construction costs during 1957, 
plus another $5 million for nuclear 
power studies. 

The companies plan to increase their 
investment in nuclear power by about 
40 per cent in 1958. Plants in opera- 
tion, under construction or planned by 
the companies involve company ex- 
penditures of close to $500 million. 


Admiral Strauss said, “It is of major 
significance that the nuclear power 
plants brought on line in 1957 in the 
United States in several instances ex- 
ceeded their designed capacities. (GE- 


Pacific Gas & Electric plant in California 
is capable of doubling its design ca- 
pacity). It will have an important bear- 
ing on the economics of nuclear power, 
in the design of the next generation of 
plants. It will favorably affect the capital 
costs of nuclear power plants.” 


The Critics Reply 


The always articulate critics of Ad- 
miral Strauss and his policies said that 
his New Year statement painted too rosy 
a picture. Former AEC Commissioner 
Murray, still a consultant to AEC, as- 
serted that “Private industry is begging 
to be taken off the hook. The present 
program is way beyond its means. Sup- 
pose it has a $40 million job which 
comes out $90 million. It can’t stand 
that kind of gaff.” Murray was referring 
to the so-far unsolved problem of cost 
control in building atomic power plants. 


Costs have soared far above original 
estimates because of lack of experience 
in this still-new field and the mutiple 
difficulties, many previously unsuspected, 
involved’ in devising 100% leakproof 
valves and other components capable of 
withstanding the combination of me- 
chanical chemical and radioactive 
stresses in a reactor system. [Editor's 
Note: It may also be remarked that this 
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was true of probably every important 
industry today, in its pioneering stages. | 

Murray also pointed out that “private 
enterprise would be the first to admit 
that it is unable and legitimately un- 
willing to bear the cost of a reactor pro- 
gram that would make it possible for 
Euratom (the European Atomic En- 
ergy combination of Belgium, France, 
Italy and Luxembourg) to reach its im- 
perative goal of 3,000,000 kw by 1961, 
to say nothing of its farther goal of 15,- 
000,000 by 1967.” 


Atomic Progress Abroad 


Actually there would appear to be 
no reason for hand-wringing about the 
U. S. position in atomic energy. After 
surveying world developments, “The 
Three Wise Men” who comprised EUR- 
ATOM’s committee of experts stated: 
“An impressive amount of research and 
development through the AEC and pri- 
vate industry has provided America with 
the most complete nuclear foundation in 
the world.” 

The ambitious size of the British pro- 
gram and that of EURATOM is not the 
result of any cost breakthrough or 
superior technology but of their des- 
perate need for the atom as an energy 
source. Coal is growing scarce in Britain 
and Western Europe and _politically- 
volatile oil must almost all be imported. 
A search for cost data on the British 
program is unrewarding. The British 
have released little cost information. 

The British are hopeful of building a 
substantial export market for nuclear 
power plants and equipment. They are 





Biiag jetta 


Heat produced by North American Avia- 
tion’s Sodium Reactor Experiment being 
utilized in power generating equipment 
erected by Southern California Edison Co. 
anxious to capitalize on their initial ad- 
vantage in having a large-scale, proven 
design at Calder Hall which operates on 
natural uranium, readily available 
abroad. 

The Japanese and Italians are work- 
ing out details of contracts with the 
British for nuclear power plants amid 
crowing by the British press. Said the 
London Economist: “The well-publicized 
difficulties of the United States atomic 
power program, which has fallen well 
behind schedule and wildly exceeded 
original cost estimates, may have tipped 
more than one possible atomic customer 
(of the U. S.) off the fence.” 

Two U. S. manufacturers active in the 
nuclear field—Babcock & Wilcox Com- 
pany and Vitro Corporation—last month 
made public optimistic estimates of the 
foreign market potential for U. S. in- 
dustry. 

Assistant export sales manager Olson 
at Babcock & Wilcox foresaw “a tre- 
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mendous surge of investment in nuclear 
stations” abroad as soon as atomic 
power becomes competitive cost-wise 
there with conventionally-generated 
power, probably by the middle 1960's 
for U. S.-designed enriched uranium re- 
actors. The first phase will presumably 
involve power plants of 100,000 kilo- 
watts and up. Germany, France, Bel- 
gium, Holland and Japan are seen as po- 
tential buyers in this range. 

B&W believes that in five to ten years 
economically-feasible, exportable re- 
actors of intermediate size—from 50,000 
to 100,000 kilowatts capacity—will be 
developed in the U. S. This should open 
markets in Spain, Switzerland, Aus- 
tralia, the Philippines, Brazil, Argentina 
and the Scandinavian countries. 

Vitro’s market survey estimates an 
overseas nuclear market potential of $3.- 
115,000,000 through 1967: $2 billion 
for power reactors and related equip- 
ment, $1 billion for propulsion reactors 
(ships), $30 million for research re- 
actors, $10 in radioisotope and radiation 
applications and $75 million in engi- 
neering services. 


Atomic Growing Pains 


Businessmen and investors who try to 
keep track of what’s going on in the 
nuclear energy field may be excused for 
wondering why so many alarums and 
excursions, conflicting assessments of 
progress and general confusion. Basic- 
ally, it’s an acute case of growing pains, 
complicated by politics. We have known 
atomic fission is possible only since 
December 2, 1942; the lid was clamped 
tight during the war; and lifted only 
three and a half years ago sufficiently to 
let industry get to work. 

If we compare these momentous fif- 
teen years with the fifty that elapsed 
from the Wright brothers first powered 
flight to today’s civilian jet planes, the 
record is truly remarkable. In the in- 
terests of perspective, we might list some 
of the major problems of the atomic 
business: 

1. Politics .. . for all the relaxation of 
the Federal Government’s atomic mon- 
opoly, it still is and will be for a long 
time a major partner in atomic develop 
ment. It will continue to provide funds 
for research and development and pos- 
sibly for construction. Direct subsidies 
to electric utilities or equipment manu- 
facturers have been suggested. The na- 
tional security is also involved. 

International politics are involved 
Congress is in no mood to risk losing 
another round in technology to the Rus 
sians, and our allies—in Western Europe 
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Atomic generated electricity is now being supplied to Pittsburgh by Duquesne Light Co. 


particularly—need this new source of 
energy. 

Partisan politics and more particular- 
ly the public-versus-private power issue 
will continue to confuse the progress 
picture. In recent years state govern- 
ments also have been moving in. 

2. Research and development .. . In 
addition to continuing outlays of federal 
funds, more private money is being 
poured into research and development 
all the time. Of some 900 scientifically 
possible and usable ways in which we 
can put together a nuclear reactor, fore- 
seeable engineering problems cut this 
number down to 50 or so. Questions of 
cost, availability of materials and cor- 
rosion, squeeze the list down to about a 
dozen types worth looking into. 

Last December’s dramatic announce- 
ment from Argonne National Labora- 
tories that their Experimental Boiling 
Water Reactor has produced over twice 
the heat for which it was designed illus- 
trates what research and development 
may bring; it also illustrates how much 
we still have to find out. 

3. Engineering and materials . . . it 
is ironic that so-called plumbing and 
hardware problems have proved to be 
less tractable than the strictly scientific 
ones. The father of the atomic sub- 
marine, Admiral Hyman Rickover, put 
it this way: “It is a common belief that 
atomic power development is primarily 
the province of the nuclear physicist. 
Nothing could be farther from the truth. 
The main problem is with materials and 
equipment generally considered as con- 
ventional—but which must conform to 
the exacting standards required of all 
components of a nuclear power plant.” 

\, Applications . . . public and politi- 
cai concentration on utilizing nuclear 
energy for power generation has ob- 
scured its many other industrial uses. 
For instance, atomic tracers have proved 
widely applicable. Vick Chemical Com- 
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pany recently announced use of this 
technique to show how quickly its cold 
remedies go to work in the body. Re- 
public Steel is checking on wear in parts 
and structures used in steelmaking with 
radioactive isotopes, and has experi- 
mented with their use in checking blast 
furnace processes. Atomic tracers have 
been found useful in the oil industry and 
agriculture, and in quality control in 
many other industries. 

5. Safety, labor relations and public 
relations . . . these three are linked be- 
cause atomic safety looms large in the 
public mind and has been made a key 
issue by some labor leaders. Labor at- 
tacks on the Enrico Fermi Atomic Power 
Plant near Detroit have 
safety angle. 

Companies engaged in atomic work 
have been much concerned about their 
liability in nuclear accidents. Suppliers 
of metals, for example, have feared that 


stressed the 


if a major nuclear accident were traced 
to some fault in their product, they 
might be liable. 

Last month the Atomic Energy Com- 
mission offered its prime contractors and 
their suppliers engaged in the operation 
of nuclear reactors or in operation of 
facilities such as gaseous diffusion or 
chemical separation plants, up to $500 
million of indemnity against claims re- 
sulting from nuclear accidents. 

Other contractors, such as those in- 
volved in design and engineering and 
suppliers of component parts, will also 
receive protection. Since all costs in per- 
formance of a contract are borne by 
AEC, it will not charge its contractors a 
fee for the indemnity, but those operat- 
ing nuclear reactors under AEC license 
must pay an annual fee based on the 
reactor’s heat energy output. 

However, the outstanding safety 
record of the Atomic Energy Commis- 
sion and its contractors—better than 
that of industry generally—has helped 
allay fears. 


A A A 


@ Park National Bank, Newark, Ohio, 
has sponsored publication of a booklet, 
“Shall I Go To College?”. It is prepared 
by the Central Ohio Branch of the Amer- 
ican Association of University Women 
and offers suggestions for college 
preparation and financing. It is dis- 
tributed through local school systems. 


@ A booklet on “How the Federal Wage- 
Hour Law Applies to Banks” is avail- 
able from the nearest regional office of 
the Wage and Hour and Public Contracts 
Divisions of the U.S. Department of 
Labor. 
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THe SPECULATIVE BOSTON TRUSTEE 


‘a os 


Or the “Sate” ‘Profit of Commerce 


C. “A. PEAIRS, Jr. 


Professor of Law, Boston University Law School* 





After a recent meeting of The Boston 
Estate Planning Forum a member re- 
marked: “A great deal of what is legal, 
and proper, and safe in the trusts and 
estates field depends on what is generally 
or commonly done; so that there is con- 
siderable educational value for anyone 
practicing in the field to hear about what 
others are currently doing.” Under this 
test Massachusetts is an especially con- 
venient post for observing the develop- 
ment of trust law; it is of course one of 
the few large centers of inherited wealth. 
Not only were corporate trustees first 
established here, nearly a hundred and 
fifty years ago, but also here is the last 
active stronghold of the _ individual 
trustee. 

Here, then, more than anywhere else, 
it has been possible to observe both types 
of trustee operating side by side on a 
significant scale; here, in consequence, 
can be traced the development of a large 
portion of the standards and procedures 
trustees employ; and in these points may 
be found the justification for the word 
“Boston” in the title, as the writer ex- 
plores under it one of the present-day 
frontier areas in trust drafting and ad- 
ministration. 





7 RUST INVESTMENT AND ACCOUNTING 
procedures in common use today are 
designed for and admirably suit the 
needs of the typical settlor, whose pri- 
mary desire is the support and protec- 
tion of his widow, and perhaps of 
children during their minority, with a 
secondary objective of distribution of 
wealth to his children as adults. But 
what of the atypical settlor, who doesn’t 
need to support anyone now, but would 
like as large an estate as feasible at the 
majority of his grandchildren? Two 
things stand out: 1) if there is no cur- 
rent support need, then what the grand- 
children take they will take as a luxury, 
and it must be substantial to qualify as 
a luxury; and 2) there are apt to be 
more grandchildren than the typical 
settlor would have children. Other cases 
may be put; but in this case, at least, 
the settlor may well want his trustee not 
to conserve, but to enlarge, the trust 
*This article as submitted to the editor was 
copiously documented by footnotes. With the au- 
thor’s permission, they are omitted here, but in- 


terested readers may obtain specific references from 
T&E. 
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estate, and be willing to risk even total 
loss to gain this objective. In other 
words he may want a trust for specula- 
tion. 

This may also be true in regions such 
as Texas and Oklahoma, where a large 
portion of the wealth passing by in- 
heritance is in forms clearly speculative 
by any standards, and improper for trust 
investment under accepted standards, 
but which cannot be disposed of without 
loss incommensurate with the risk in- 
volved in retaining it and actively op- 
erating it. A man whose wealth is in 
such a medium may also want a trust for 
speculation, within the framework of 
his community’s economic situation. 

Clearly these men cannot get what 
they want without specially tailored trust 
terms spelling out their speculative in- 
tent. Equally clearly, given a sufficiently 
clear statement of intent their desires 
may be carried out. 

But the existence of a special specu- 
lative trustee on the one hand, and an 
ordinary non-speculative trustee on the 
other, raises the question, what is the 
difference in their authority? 

The laymen’s tendency is to equate 
“speculative investment” with gambling, 
commitments based on rumors and tips, 
and perhaps active margin trading. Web- 
ster recognizes this depreciative connota- 
tion but stresses a meaning encompass- 
ing all ventures aimed at appreciation in 
value rather than at “profit in the ordin- 
ary course of trade.” Investment and 
legal writers usually appear to use the 
term in this latter sense. For present 
purposes, then to speculate is to invest 
for the purpose of capital appreciation 
rather than for current income or stabil- 
ity or security. Based on this definition, 
what are the advantages of speculation 
to the trustee today ? 


After the Gold Clause 


When money becomes expensive, cur- 
rent investment yield becomes increas- 
ingly important, and if tight money is 
accompanied as it may be by other de- 
flationary phenomena, stability of money 
value becomes at least a heavy short- 
range factor in investment selection. If 


the monetary standard is the most nearly 
stable element in the economy then 
dollar-value security may well be a 
dominant factor in long-range invest- 
ment policy as well. For a long time this 
was the case, but it is far from true to- 
day. The Black Monday of the Gold 
Clause Cases, which deprived the econ- 
omy of this fixed measuring-stick, was 
probably the factor setting the stage for 
the fairly complete revolution in invest- 
ment thought during the past quarter- 
century, as investors have perforce 
learned to live without the absolute dol- 
lar. 

Piomethean trustees began to mani- 
fest a freshly acute dissatisfaction, dur- 
ing 1945 and 1946, with trust invest- 
ment standards tying them to dollar 
standards, a mooring point which had 
lost its protective value. At first they 
merely viewed with alarm the plight of 
the fixed income cestui que trust in an 
inflation era, but later there may be 
recognized several distinct phases, sum- 
marized below: 


1. Investment Policy 


The first reaction was a greatly in- 
creased interest in common stocks. Nu- 
merous articles and talks pointed out 
their value as inflation hedges, and com- 
pared the statistical record of blue chip 
stocks over a three-or-four-decade period 
with funds placed at interest. Some shift 
in actual investment commitments also 
occurred, but as always there was some 
lag between opinion and practice, and 
the change was not marked enough to 
stimulate stock prices much during the 
three or four post-war years. 


2. Prudent Man Rule 


Trustees in Legal-list jurisdictions 
generally were not free to apply an 
equity investment policy. The Prudent 
Man Rule sanctioned common stock in- 
vestment, at. least under favorable cir- 
cumstances, but was in force in only 2 
few states. The second phase of the trust 
investment revolution, then, was a con 
certed and determined attack on the 
Legal list, by publicity and lobbying 
especially through the American Bar 
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Association’s Committee on The Pru- 
dent Man Rule. 

This rule was extended to a_ sub- 
stantial majority of the states, though 
in New York, the key Legal-List juris- 
diction, New Jersey and Pennsylvania, 
the results were disappointing to Pru- 
dent-Man-Rule advocates. The New York 
change did not have the immediate 
effect that some had hoped. However, 
the Korean threat of a new acceleration 
of inflation provided an impetus to 
stock investment, and during the past 
two or three years the weight and direc- 
tion of trust investment policy have be- 
come standard factors for stock market 
analysts in evaluating market trends. 

It will be difficult to reverse the trend 
toward stock investment, as “what is 
safe and what is legal in estate work de- 
pends very largely on what is common 
current practice,” and no economic 
factors are in sight at the moment to 
compromise the relative desirability of 
this form as contrasted with fixed-money 
investments. There is a kernel of truth in 
the opinion that many trustees buy 
stocks from conviction and bonds from 
trepidation. 


3. Growth Stocks 


As trustees plunged into stock buy- 
ing they had to re-examine some of the 
commonplaces of stock analysis which 
obscure the fine line between bonds and 
stocks. They found many common stocks 
that might about as weil be bonds so 
far as investment characteristics are con- 
cerned, with extremely narrow fluctua- 
tion in price and with returns almost as 
securely fixed as preferred stock or bond 
rates. Even among high-grade industrial 
stocks not only did the degree of price 
stability vary greatly but the yield fol- 
lowed no appreciable single standard. 
While some of these differentials arise 
from varying dividend policy on equiva- 
lent earnings, others indicate a very sub- 
stantial range in price-earnings ratios. 
The differential inflating this ratio is 
frequently an actual or apparent growth 
factor in the stock. Trustees did not talk 
much about “growth” while common 
stock investment was itself a matter of 
controversy, but it has become a com- 
monplace consideration in recent years. 

An investor selects a growth stock (as 
distinct from a stock in a growth indus- 
try) because he is willing to sacrifice 
some advantages such as stability for 
the hope of capital or income apprecia- 
tion. When resistance and yield are sub- 
ordinated to growth, the investor is 
speculating, and from this point to a 
flyer in Uranium Horizons Inc., the only 
variable is the degree of the gamble. 
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Application of a critical judgment to 
the trustee’s growth stock investment is 
not simple, first because of the varied 
motives which may underlie the choice 
of a single stock such as duPont or 
Carbide or Aluminium or Nickel or 
Amerada, and second because the very 
concept of speculation has been clouded 
once the principle of stock buying for 
the reasons given above has been ac- 
cepted. The line between a) on the one 
hand, buying stocks because it is hoped 
that even if the dollar is inflated the 
values of the equity it represents will 
remain constant, reflected in an_ in- 
creased dollar value, and b) on the other 
hand, buying stocks because it is hoped 
that their dollar and real value will in- 
crease through their own internal devel- 
opment, is sometimes so fine as to be 
obscure, particularly when both affirma- 
tive and defensive motives may exist 
and point in much the same direction. 
For this reason, if for no other, many 
issues unquestionably to be classified as 
“orowth” stocks appear on the most 
respectable trust portfolio lists. 


4. Probing the Standard 


So far nothing has been said to indi- 
cate that trustees should or may invest in 
growth stocks, or in any other way 
make specific selections for speculative 
reasons. Even in a prudent-man juris- 


diction such a selection ¢riterion is not 
permissible, lacking special instructions 
of the settlor. Actual practice, however, 
appears to do honor to that considera- 
tion and there has been an increasing 
tendency at least to transfer the dissatis- 
faction once voiced at the legal list to 
stock investments not closely geared to 
external economic developments. 


Perhaps the most articulate foe of the 
limitations in the application of the 
standard during this period was the late 
Mayo Shattuck of Boston, who greatly 
influenced the thinking of many lawyers 
and trustees. There was, however, no 
want of argument on Mr. Shattuck’s con- 
tentions, and the frontiers of the pru- 
dent-man standard must be regarded as 
an area of vigorous policy disagreement. 


The real issue developed by this dis- 
agreement relates to the standard of con- 
servation contemplated in the trustee's 
obligation. If the trustee invests specula- 
tively; his investments are likely to be 
sensitive to economic changes and on 
occasion to incur losses in dollar value 
of the trust corpus. If he invests in se- 
curities of stable dollar value, his in- 
vestments are likely to incur losses in 
purchasing power of the trust corpus. 
So the real question becomes whether 
the trustee’s legal obligation to conserve 
the trust corpus is or should be meas- 
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ured in dollars or in purchasing power. 
That it is the former, ordinarily, is 
beyond argument. Mr. Shattuck’s con- 
tention was that it should be the latter. 


*‘Blue-Plate’ Standard 


In assessing the effect of trust invest- 
ment standards on contemporary prac- 
tice, the significant factors are: first, 
that the standards discourage delega- 
tion, second, that they require a rather 
thorough intellectual control over the 
subject matter dealt with, and third, 
that their overall tendency is, despite 
any countervailing language one may 
have in mind, to emphasize the trustee’s 
role as a custodian rather than as an 
enterpreneur. 

The effects of this on the large 
trustee organization are: functions be- 
come more and more specialized, to se- 
cure the desired authoritative degree of 
control; fewer and fewer people know 
all phases of trust operations; and 
specialized functionaries have little in- 
terest in branching-out processes which 
would reduce the relative importance of 
their fields. In consequence, organization 
becomes rather inflexible, and policy 
rather unyielding. Add to this that fidu- 
ciaries’ compensation for successful per- 
formance will not necessarily fluctuate 
widely with capital values, but their 
penalties for failure will, and that polli- 
cies of corporate fiduciaries are fixed by 
managers who are doubly fiduciaries, 
and a general accent on conservatism 
and conservationism is not surprising. 

How about that characteristically 
Bostonian institution, the independent 
individual trustee? Not having built a 
large organization of specialists, he not 
only is denied much of the workload 
of such an organization, but also is 
free of some of the situational pressures 
it engenders. However, the very diversity 
of trust administration and the formid- 
able scope of responsibilities generate a 
good deal of pressure toward conserva- 
tism in the small trustee office. If the 
large trustee finds it undesirable to 
delve in many fields to the depth re- 
quired for intelligent investment, the 
position makes even more sense for the 
one-man operation, though in fact it is 
here that the speculative trustee is most 
apt to be found. 

So the general effect of trust invest- 
ment standards, today, no less than a 
century ago, is to close the catalogue of 
suitable trust investments. The private 
investor, it is said, wants to know how 
to stop worrying and start living, and 
much the same thing may be said of the 
trustee. To refer to the “G-Bond com- 
plex” is perhaps an overstatement, but 
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relatively few portfolios currently ven- 
ture beyond the standard blue-plate of 
bonds and blue-chips. 


Realty Investments 


A countervailing factor is that many 
trustees are also banks, engaged in mort- 
gage loan business through their com- 
mercial departments. This built-in body 
of experts, coupled with an ancient tradi- 
tion approving direct first-mortgage in- 
vestment by trustees, often tends toward 
inclusion of mortgages in the standard 
portfolio, though I believe that, relative- 
ly, they are not nearly so popular as a 
generation or two ago. The security 
factor is higher than it was then, with 
new recession buffers. However, the 
differential in rate of return between 
these and the more conveniently pack- 
aged corporate bond issues which carry 
the brand of the SEC is so slight as to 
discourage a conservative, simplicity- 
minded trustee from very extensive di- 
rect mortgage commitments. 

Another individual investment is di- 
rect ownership of rental realty, resi- 
dential or business, but this is much 
rarer in trusts than mortgage invest- 
ments. Much of the latter is in rental 
realty, but direct equitable ownership of 
the property tends to place the trustee in 
an entrepreneurial position which he will 
usually avoid. As he moves from the 
second to the first equity position, his 
security position diminishes accordingly 
and unless he is willing to conduct a 
business as trustee he will not include 
direct landlord interests in his portfolio. 

Even the landlord’s position is one 
step removed from the operations of the 
business which may have leased his 
property, but the direct owner of farm 
land has passed even this last step 
toward a business as distinct from an 
investment position, and this will serve 
to explain the rarity of such commit- 
ments by trustees. 

Forest land development may be 
classified with mineral exploitation in a 
separate category, but otherwise it ap- 
pears that only those trustees willing and 
able to engage directly in business activi- 
ties will normally invest in real estate 
interests other than mortgages. 


Applied to Businesses 


A trustee may not commit trust prop- 
erty into the active direct conduct of a 
business without express authority, 
though it is equally clear that with such 
authority he may do so. What is a busi- 
ness interest depends probably on the 
degree of managerial responsibility, con- 
trol, and activity a particular ownership 
entails. Among realty interests, direct 


farm ownership is pretty clearly a busi- 
ness interest as is subdivision develop- 
ment, but a landlord interest, qualifying 
as to responsibility and control, prob- 
ably does not ordinarily entail a suff- 
cient degree of activity to be so classi- 
fied, though this may depend somewhat 
on the scale of such commitment. Among 
mercantile and industrial enterprises, 
any sole proprietorship or partnership 
interest would be regarded as a_ busi- 
ness interest, while corporate stock 
ownership would have to be measured 
by the three criteria suggested, and this 
measurement would in turn depend on 
both the size of the business and the pro- 
portion held by the trust. 

The second question is, when do a 
trust’s commitments in business inter- 
ests subject it to classification—espe- 
cially: for corporate tax purposes—as a 
business trust rather than as a family 
or charitable trust? The obvious first 
answer to this relates to the proportions 
of the trust’s business and non-business 
commitments, but emphasis is also 
placed on the circumstances under which 
the trust acquired the business interest 
and under which the trust was created. 
A realty development trust, created by 
agreement among building speculators, 
thus might .be. treated. differently - from 
trustees under the original farmer’s will, 
who let the land go piecemeal under 
building programs rather than selling in 
a lump. Authority on the point at which 
a trust becomes taxable as an associa- 
tion is neither plentiful nor altogether 
clear. 

Getting credit in the face of character- 
istic persistent rumors that the trust is 
about to sell out; effecting a sale if it is 
desired; organizing management and 
delegating sufficient authority to assure 
eficiency; maintaining employee 
morale; fixing trustee compensation; 
and adjusting trust accounting pro- 
cedures, are examples of practical con- 
siderations supporting the general legal 
rule prohibiting managerial activities. 
Settlors are justified in insisting on 
business activity by trustees only by the 
very substantial differential in income 
level frequently to be derived from it, 
but these situations arise specially and 
do not qualify mercantile, industrial, de- 
velopment or agricultural business in 
general as a field for the ordinary specu- 
lative trustee to explore. 


Exploitation in Natural Resources 


It is in the oil and gas industry that 
the principal opportunities for direct 
noncorporate participation lie. Other 
areas such as lumber, coal and rare 
metals development resemble the petre- 
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leum area to a greater or lesser extent 
but only here has individual participa- 
tion in development syndicates been on 
a large enough scale to create a pattern 
of standardization. 


A great variety of oil and gas in- 
terests exist, nearly all involving some 
corporate or joint adventureship form. 
Some involved direct participation in 
management decisions on such a scale as 
necessarily to be called business enter- 
prises, but most rest on a delegation or 
purchase of management authority. Most 
interests are speculative, either in ex- 
change of stability for a high quick re- 
turn, or in the exchange of security for 
the chance of large capital appreciation, 
or both, but the degree of risk involved, 
and thus the speculative character of the 
investment, varies greatly depending on 
the particular arrangement and espe- 
cially the stage of development opera- 
tions at which the commitment is made. 
Obviously purchase of a royalty interest 
in a producing program in an estab- 
lished field contains neither the hope 
of gain nor the risk of loss offered by 
an investment in exploration, especially 
if aimed at wildcat strikes. 


To counter-balance the fact that ap- 
preciation opportunities are generally 
far greater here than for other types of 
speculation, (taking into account tax 
advantages inter alia), there are a num- 
ber of disadvantages peculiar to this 


field: 


a) A relatively large initial fund is 
required for any assurance of suc- 
cess. 

b) Some tendency of the Federal 
Power Commission to enter parts 
of the field threatens the rate of 
return which invested funds may 
enjoy. 

c) Pool drainage threats or prora- 

tion may place pressure on a de- 

veloper to make new and expensive 
drilling commitments he would not 
otherwise desire. 

Depletion is rapid, and special ac- 

counting, not generally employed 

by trustees, is required to avoid 
unwitting dissipation of capital. 

e) Valuation of drilling or royalty in- 
terests in case of sale, gift, or 
abandonment is extremely diffi- 
cult. 

f) Trustee compensation, which may 
frequently be based partly on prin- 
cipal values, cannot conveniently 
rest on such values held as oil 
lease interests; and even compen- 
sation based on income must be 
adjusted to allcw for depreciation 
and depletion to correspond to the 
measure applied elsewhere. 

gz) Normal measures of trustee com- 
missions are not adequate to com- 
pensate for the extra mechanical 
care and red tape involved in own- 
ership of petroleum leasehold in- 
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terests, entirely apart from the 
burden of exercise of judgment in 
the field. 

h) Many of the financial advantages 
of such investments tend to vanish 
in a tight-money period, but some 
types of petroleum interests are 
not liquid in the sense of com- 
manding a ready quick market at 
their investment value. 


Gold or Paper Prudence? 


If courts run true to form, whether 
a trustee should try to conserve dollar 
value or purchasing power will ulti 
mately depend on which the settlor 
meant him to do in creating the trust, 
or on the court’s projection of probable 
settlor desire where the settlor has been 
silent. Most settlors probably still think 
consciously in dollar terms, but it is also 
probable that any settlor faced with the 
existence of a choice would choose pur- 
chasing power. And as the onset of in- 
flation in our time and for the foresee- 
able future has caused unease in the 
minds of informed businessmen—who 
are frequently settlors—it is probable 
too that today and in the future most 
settlors’ real intent will be expressible ir 
purchasing power terms. Thus in today’s 
context the words of the Prudent Man 
Rule, “not in regard to speculation, but 
in regard to the permanert disposition 
of their funds’—words written in a 
Golden age — have a frequently an- 
omalous application. 


When the court asks the construction 
question, What would the settlor have 
thought, it may quite naturally inquire, 
what have settlors who have faced the 
problem had to say about it? A pre- 
liminary step before general judicial 
recognition of purchasing power intent 
is the growth of a record of numerous 
settlors expressly stipulating that their 
trustees shall observe this standard, 
until it is honored as a commonplace. 
Here is where the estate counselor and 
draftsman can help close the gap be- 
tween what will be required of the 
trustee under a silent instrument, and 
what the settlor would really prefer to 
have done. There is no doubt that such 
settlor instructions are valid and bind- 
ing, even if they enjoin upon the trustee 
a high degree of speculative activity, to 
try to accumulate rather than merely to 
conserve. But such activity van be prop- 
erly carried out only under specially 
tailored trust instruments, today and for 
some time to come. 


The task of attaining familiarity with 
speculative investment opportunities 
while remaining sufficiently abreast of 
other parts of the investment world is 
sufficiently formidable to deter many 


trustees from assuming a trust calling 
for aggressive speculative activity. To 
the extent that this may be done, it 
seems most likely to occur within the 
relatively flexible traditional framework 
of the Boston trusteeship. 


A te ch 
DIRECTOR OF FOUNDATION COUNCIL 


Mrs. Wilmer 
Shields Rich of 
New York City has 
been named execu- 
tive director of the 
National Council 
of Community 
Foundations, Inc. 
- the Council, which 

serves approxi- 

mately 140 com- 
munity foundations in the United States 
and Canada was incorporated last Novem- 
ber as a tax-exempt body to continue the 
work of the National Committee on Com- 
munity Foundations, originally estab- 
lished in 1949. A $45,000, three-year 
matching grant from the Rockefeller 
Foundation is helping to underwrite an 
expanded program. Mrs. Rich in recent 
years has been director of American 
Foundations Information Service. 

Louis S. Headley of St. Paul, former 
president of the American Bankers Asso- 
ciation Trust Division, is president of 
the Council. 
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BANKERS ON FUTURE 
(Continued from page 118) 


Excesses and distortions are bound to 
develop after nearly three years of un- 
precedented expansion and prosperity 
and steps must be taken to bring pro- 
duction and inventories into balance with 
the needs and desires of the market. 
There is good reason to believe that the 
corrective process is taking hold in time 
to restore the health of the economy 
without too much delay. 


CAMDEN (N. J.) Trust Co.; Robert 
J. Kiesling: Our monetary authorities 
with praiseworthy foresight and courage 
did not wait until inflation reached un- 
manageable proportions but took steps 
available to them ... Today we are at 
a point where our economy has stopped 
to take a breath . . . The uniform op- 
timism of a year ago has been succeeded 
by something almost approaching pessim- 
ism, both unjustified. A slowing down 
period in which imbalances can be cor- 
rected is a wholesome thing. 


CHEMICAL CORN EXCHANGE BANK, 
New York; Harold H. Helm, Gilbert 
H. Perkins and Isaac B. Grainger: All 
segments of our economy cannot con- 
tinue to expand and make new records 
year after year. Periods of industrial 
adjustment are not only necessary but 
strengthening The psychological 
effect of satellites and other world devel- 
opments has precipitated an atmosphere 
of uncertainty. The length of this period 
is still unpredictable but we can fore- 
see so much demand for construction 
from private and public sources that we 
believe this sidewise movement may well 
be of short duration . . . We commend 
the Federal Reserve Board for their 
achievements and in being alert to chang- 
ing times, 

BANKERS TRusT Co., New York; Wil- 
liam H. Moore: Unqualified predictions 
‘could be dangerously misleading if only 
because of imponderables in the interna- 
tional picture and the defense program 
and because inflationary forces, quiescent 
for the moment, are still too close to the 
surface to be denied. It is difficult to 
avoid conclusion that most signs point 





to a further easing in general business 
activity. 

GUARANTY TRUST Co., New York; J. 
Luther Cleveland and Dale E. Sharp: 
The near term outlook is somewhat un- 
certain, hinging mainly upon the relative 
strength of current recessive tendencies 
and the possible stimulating influence of 
easier money and an accelerated defense 
program ... The growing resistance to 
inflation is not confined to the United 
States but is assuming the proportions 
of a world-wide campaign ... To say 
that the international business boom has 
lost some of its momentum may be only 
another way of saying that inflationary 
pressure is being more successfully held 
in check. This reflects awareness of the 
need for a middle course, aimed at 
stability and sustained progress instead 
of the old pattern of “boom and bust” 
or the even more destructive heresy of 
“creeping inflation.” 

J. P. MorGan & Co., INc., New York; 
Henry C. Alexander and H. P. Davison: 
It would appear that the weakening in 
business performance and sentiment has 
not as yet run its full course... Follow- 
ing the change in emphasis by the mone- 
tary authorities, greater availability of 
funds may be expected with some down- 
ward pull on interest rates. On the other 
hand, it should be remembered that the 
recession has been from record or near- 
record levels. Inflationary forces, while 
presently subdued, have by no means been 
exorcised from the economy .. . Clearly 
there is no call for extreme measures 
of monetary ease that would open the 
way to eventual excesses; but the situa- 
tion does seem one which calls for 
reasonable monetary encouragement 
rather than restraint. 


First NATIONAL BANK, Mansfield, 
Ohio; Henry G. Brunner: Projections in- 
dicate the pattern of economic develop- 
ments in 1958 will be saucer shaped with 
a noticeable lift by the end of the year. 
During the second half there will be a 
modest impetus as a result of a con- 
sumer break-through. This because of 
lesser price inflation, lesser business capi- 
tal expenditures, rising defense expendi- 
tures, food surpluses, stabilization of 








AMERICAN 
TRUST 
COMPANY 


BANKING 


1854 


In San Francisco 


and throughout Northern 
California, we provide 
complete trust service. 
We invite your inquiry. 


TRUST 
DEPARTMENT 


Resources over $1,500,000,000 
464 California Street, San Francisco @ Member Federal Deposit Insurance Corporation 


146 


business’. stabilizing wholesale prices, 
hence an increase in the standard of 
living. 

RoyAL BANK OF CANADA; James Muir: 
A mild slump at this time should cause 
little surprise or apprehension; it would 
be unrealistic to expect our economy to 
go on expanding indefinitely without 
some kind of breathing spell ... It is 
unlikely that the time is yet ripe to 
adopt either deficit financing by govern- 
ment or easy money policies by the mone- 
tary authority and the chartered banks 
. . . The process of healthy adjustment 
would seem now to require the elimina- 
tion through price reductions of inflated 
production and distribution costs 
If we are to obtain not merely full em- 
ployment but stability as well, the ex- 
ercise of restraint in making demands 
must become the responsibility not only 
of labor and business but of electorate 
and government as well. 

NATIONAL CANADIAN BANK; Charles 
St.-Pierre: Substantial reduction of 
taxes would be one of the most efficient 
ways to assure resumption of economic 
expansion. Government would thus stim- 
ulate enterprise and increase public pur- 
chasing power which is the driving force 
of economic life. They would soon recoup 
the revenue temporarily foregone since 
the quickening of activity would soon 
raise the yield of taxes. The trend of busi- 
ness will devend above all on investments 
which will supply work and purchasing 
power but it will also result from eco- 
nomic conditions in other countries, par- 
ticularly the United States. 


A A A 


Estimated Need for 
New Bank Officers 


Banks in Indiana will need in fifteen 
years new officers approximating 87% of 
their present number, according to Har- 
ry S. Sauvain, professor of finance, In- 
diana University and J. B. Black, Jr.. 
graduate assistant. These men have made 
a careful estimate based on trends over 
a fifteen year period and projection of 
Indiana’s economy growth. Senior of- 
ficer positions will need new men equal 
to 94% of the present number and junior 
officers 79%. 

The authors have published their 
methods and findings in the Januar) 
FPRA Bulletin with breakdowns for 
banks of different sizes. They recognize 
that much is being done to find and train 
new officers, but advise that effective ac- 
tion must come from the directors and 
senior management of banks of all sizes 
The first step, they say, is for each bank 
to examine its own situation. “Efforts of 
individual bankers and of bankers’ or- 
ganizations must be exerted even more 
vigorously in the future” to meet this 
rising need.” 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


PENSIONS AND THE COST-OF-LIVING 


N A BROAD SENSE MOST PRIVATE PEN- 
a. systems tie their pensions to 
the cost-of-living. The current union de- 
mands for $2.50 a month for each year 
of service—a level unthinkable a decade 
ago—are what the union leaders think 
is reasonable for a man to retire on 
now. These union representatives are not 
really bargaining for the pensions of 
employees now aged 45, they look to the 
future to take care of that problem. 
Furthermore, there is a good probability 
that the steel companies’ agreement in 
1956 to raise existing pensioners to the 
pension rates achieved in current bar- 
gaining will not be an isolated case of 
management acquiescence in a demand 
that all the company’s pensioners should 
be allowed to keep pace with increases 
in the cost-of-living. 

Similar prospective — 
though not in actual — pensions may be 
observed in the non-negotiated plans. A 
very common plan amendment today is 
the substitution of 1957 compensation 
for the average of the employee’s com- 
pensation since hiring date. Some com- 
panies are changing “career average” 
compensation pension formulas to a 
“final-five-year average” compensation 
basis. Perhaps the majority of non- 
insured pension plans established in 
1957 were of the “final-average compen- 
sation” type. And this is only logical. 
Why wait until 1967 to change “average 
compensation” to “average compensa- 
tion after 1967, but 1967 pay for years 
prior to 1967”? And then repeat the 
whole performance again in 1977. 

The forward displacement of the 
averaging process, which we have indi- 
cated to be quite common, is a most 
costly method of procedure. For each 
time it occurs there is a substantial ad- 
dition to “past service” to “catch up” 
for the inflation of the preceding 10 
years. This means, in effect, that the 
company’s profits during those 10 years 
Were overstated by the sums it should 
have been putting into pensions reserve 
and wasn’t. The result of this overpay- 
ment of profits is thus thrown forward 


increases in 


Fepruary 1958 


for absorption in later years. Remember, 
too, that the “missing contributions” of 
those 10 years are accumulated with in- 
terest to the end of the 10 years. This 
lack of foresight by management could 
have very serious repercussions at a 
later period when, in all probability, ade- 
quate pensions will be more of a “must” 
than they are today. 

To return to our thesis, all companies 
must later recognize the 
changing “cost of living” when they 
plan their pension schedules. However. 
the device of “equity annuity” pensions 
as used, e.g., by the Teachers Insurance 
and Annuity Association, is receiving 
more and more criticism. Under this 
procedure a portion, say 50%, of an 
employee’s pension is received in the 
form of “units” which are valued in ac- 
cordance with the market prices of a 
pool of equity stocks held for the pen- 
sioners. It has been shown that by and 
large (and there’s the rub) the market 
value of a balanced equity fund rises 
and falls with the cost-of-living index. 
However, the movements are not neces- 
sarily the same even for a longish period 
of years when the cost-of-living may be 
rising and the stock market gradually 
declining. And it is no comfort to the 
pensioner to be told that the trends will 
one day (when he is dead!) reverse 


sooner or 


themselves. 

Ever since this notion of the parallel- 
ism between equity prices and the cost- 
of-living has been advocated in pension 
planning it has seemed to us that the 
proper thing to do is for the quasi- 
permanent company to underwrite the 
lack of complete parallelism and_ to 
grant pensions implicity or explicitly 
tied to the cost-of-living (e.g. this 
column, May 1957 and in earlier publi- 
cations). The “final-five-year average” 
compensation plan is the first step in 
this direction and it only needs supple- 
menting by the company’s providing 
that once pensions start they will be 
increased or reduced in proportion to 
changes in the cost-of-living index. In 
fact this is what the well-known Na- 


tional Airlines plan was established to 
do in 1954.* 

Of course, a key factor in this whole 
picture — whether only a “final-five- 
year average” compensation is used for 
pensions or whether a cost-of-living ad- 
justment is also made after retirement 
— is the investment of a substantial por- 
tion of the fund in equities. Whether or 
not there is to be inflation in future the 
only way to “match” this inflation is to 
invest nearly the whole fund in equities. 
This is a conclusion which few trustees 
have yet accepted — although the aver- 
age proportion of equities in trust funds 
is growing every year. It will be inter- 
esting to watch this trend to see whether 
practice will catch up with theory. 

The preceding comments were called 
forth by two interesting new booklets: 

(1) G. N. Calvert, Cost-of-Living 
Pensions. and Variable Annui- 
ties: Their Status and Outlook. 
(Alexander & Alexander, Inc., 
New York, New York) 

(2) Pension Plans with Special Fund- 

ing (John Hancock Life Insur- 


ance Company, Boston, Massa- 
chusetts) 


Mr. Calvert writes as a pension con- 
sultant who (to quote the booklet) “in 
1954, in conjunction with National Air- 
lines, launched a pioneer ‘cost-of-living’ 
pension plan.” On the other hand the 
John Hancock explains why insurance 
companies are operating at a dis- 
advantage in the pension market (dis- 
criminatory taxes and investment re- 
strictions), and it is seeking enabling 
legislation for a segregated equity ac- 
count for pension plans. Both booklets 
are well worth reading and can be ob- 
tained free of charge from the respec- 
tive publishers. 


Pension Fund Investment 
Objectives 


We often have the impression when 
talking with executives of small and 


*Surprisingly — because cumbrously — this is 
a “career average” plan with each year’s pension 
accrual adjusted at retirement date to accord with 
changes in the cost-of-living since the date of that 
accrual. After retirement the procedure is as de- 
scribed in our text. 
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medium sized firms that they believe 
that their company’s pension fund will 
never grow beyond a very small size. 
Those who know the pension business, 
of course, realize that this is an inac- 
curate picture. Even if companies put in 
their minimum contributions under Rev- 
enue Ruling 56-596, their pension fund 
will still grow as the years go by and 
will eventually amount to something 
like a whole year’s payroll of the com- 
pany. 

It is important to understand that the 
fund itself is only used as an instrument 
to earn interest and that pensions 
are eventually paid from interest on the 
fund plus the company’s “normal” con- 
tributions of about 5% of the payroll. 
This is why the interest earnings of the 
fund are of such great importance. It 
will also be appreciated why market 
fluctuations are of very little conse- 
quence provided they are not caused by 
a real diminution in prospective interest 
earnings. 


With these ideas in mind the follow- 
ing statement by Robert E. Greeley+ is 
of interest: 


“The long term [investment] objec- 
tive, by its very nature, is concerned 
with the maximum rate of return, 
with little concern for the market 
prospects in either its ability to be 
sold or to receive initial value at any 
one point over this long term. All 
other factors of safety of principal, 
liquidity, and marketability succumb 
to the paramount need of the plan for 
maximum income.” 


+What Are the Investment Objectives of Private 
Pension Plans? The Analysts Journal, November, 
1957. 





Profit Sharing and Technological 
Development 


In a booklet issued by The Profit 
Sharing Research Foundation,t Mr. 
Jehring illustrates the cushioning effect 
that a satisfactory profit sharing plan can 
have when a company is going through a 
period of technological development. Dr. 
Tarneja, as part of his work for a doc- 
toral degree at Cornell, studied the situa- 
tion at The American Velvet Company 
when it became necessary in 1956 to 
introduce technological changes with a 
view to increased productivity. Eighteen 
years earlier when similar changes had 
become necessary the result was a long 
and serious strike. However, by 1956 the 
company had a very successful profit 
sharing plan and Dr. Tarneja’s study 
showed how very important this plan 
and the attendant management tech- 
niques were in effecting a smooth 
change-over in plant procedures. 


U. A. W. Demands 


Mr. Walter Reuther’s demands to the 
automobile companies may seem a little 
flat after the great hopes that 1958 would 
be the “four-day-week -for-five-days’ - 
pay” year. But at least two of his de- 
mands have perturbed management— 
and not only in the automobile industry. 

One of these is the demand for a three- 
way split of profits in excess of 10% 
of capital: 50% to stockholders, 25% 
to employees, and 25% to customers. 
This division is presumably intended to 
demonstrate Mr. Reuther’s sense of so- 


tJ. J. Jehring, New Reesarch in Profit Sharing 
(50 cents), 1957. 
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cial responsibility as well as his desire 
to get the very best possible for his union 
members. But a prospective cut in divi- 
dends of nearly 50% would presumably 
halve the value of the automobile com- 
panies’ stocks and have a disastrous 
effect on the stock market generally. That 
this should not have happened already 
is a sign that the public has confidence in 
management to refuse this demand. 
The other demand that has caused 
some discussion is that the workers’ pen- 
sion funds should be invested in house 


community improvements for those em- 5 ; 


ployees. Mr. J. D. Lockton of General : 


Electric Company, in a conference at the 


called this type of investment “finan- 
cially hazardous.” But our criticism 
stems from the fact that this suggestion 
is not in the long run interest of the em- 
ployees themselves. If the automobile 
companies fell on bad times and had to 
layoff their workers these employees 
would be unable to pay their rents. Thus 
the pension fund would suffer a loss of 
income at precisely the time when the 
companies were failing to make their 
usual annual deposits. If the pension 
funds were invested outside the industry 
there would be a good chance that this 
situation would not occur. 


British Book on Pensions 


It is interesting to read a book on pen- 
sion funds intended for the company 
executive in Great Britain. Although the 
information on social security, income 
tax, and trust law is differently phrased 
from our own, it has its similarities and 
does not disturb the general picture of 
pension benefits and their possibilities. 

We can, therefore, recommend refer- 
ence to Gordon A. Hosking’s Pension 
Schemes and Retirement Benefits (Sweet 
and Maxwell, 1956) since it may well re- 
sult in a useful new viewpoint for the 
American reader. It is interesting to 
read, for example, in Chapter 4, Benefits 
on Death: “Let it simply be said for the 
moment that there is a real need for 
widows’ pensions or the equivalent in 
death benefits, and that somehow and 
somewhere they must be fitted into the 
general scheme of things either co-opera- 
tively as part of a scheme or privately b) 
the individual.” This is a sentiment that 
we have heard expressed several times 
by employers in this country. 


a & & 


@ The Internal Revenue Service has 
divided its Pension & Exempt Organi- 
zations Branch of its Tax Rulings Di- 
vision into two separate branches. Isa- 
dore Goodman has been named chief cf 
the new Pension Trust Branch. 
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BASIS OF BUSINESS ASSETS 


ALBERT L. BURFORD, Jr. 


| Effect of Death on Partnership Interests and Close Corporation Stock 


Member of the California State Bar, Los Angeles 


NE OF THE FACTORS TO BE CON- 
Q sidered, though only one, in 
choosing between the partnership and 
corporate form of doing business is the 
effect of death on the basis of partner- 
ship interests and assets as compared to 
stock. Regardless of whether the business 


| is incorporated or operates in partner- 
ship form, the decedent’s interest in the 
| business will be included in his gross 


If a 


estate at its fair market value. 


| stepped-up basis can be secured for busi- 
' ness assets this may be material from 
' the standpoint of decedent’s heirs or a 
| possible purchaser of his interest in the 
| business. An income tax advantage has 





a tangible value. 
The assumed facts as to the A-B Manu- 


| facturing Company are as follows: 








Adjusted Market 
Assets Basis Value 
Current Assets __._ $100,000 $100,000 
Land and Buildings — 100,000 220,000 
Manufacturing 
Equipment __ 250,000 280,000 
Total _....... $450,000 $600,000 
Liabilities and Capital 
Liabilities $150,000 $150,000 
Capital: A 150,000 225,000 
B .._.. 150000 225000 
$450,000 $600,000 


A and B thus have a present net worth 


» of $225,000 each. Mr. A then dies. If a 


| partnership, it is assumed that the facts 


are such that the partnership does not 


| terminate under the provisions of Code 
} Section 708. On the death of A the estate 
) ax value of his interest in the Company 
§ Would, in the above example, presum- 
5 ably be $225,000. This would be true 


| whether the interest was represented by 


‘tock or an interest in a partnership. 


Stock Interest 


If a stock interest were involved the 
valuation placed on the stock would have 
to ef'ect on the basis of any of the corpo- 


ee 





This paper was presented at the 1957 
Forum on “Estate Planning Problems of 
4 Typical Family Estate,” sponsored by 
the Title Insurance and Trust Co. of Los 
Angeles. 
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rate assets. The corporation and the 
stockholders are separate entities. Even 
though the assets in the corporation had 
greatly appreciated in value and _ this 
appreciation was reflected in the valua- 
tion of A’s stock, no tax advantage could 
be gained through a stepped-up basis for 
any assets in the corporation short of a 
corporate liquidation. 

In the event of a corporate liquidation 
the corporate assets distributed to the 
stockholders would receive a new basis 
equal to their fair market value at the 
date of the liquidation. With respect to 
the then owner of A’s stock the tax on 
liquidation would presumably be neg- 
ligible, even though short-term capital 
gain, because of the new basis for A’s 
stock. With respect to B, the surviving 
stockholder, however, his gain might be 
substantial as his stock acquired no new 
basis. In the above example B would 
have a gain of $75,000. Therefore, B 
might not be willing to liquidate the 
corporation in any event. 

However, for present purposes it is 
assumed that the corporate form was 
utilized to accomplish the desired objec- 
tives of assuring continuity of the busi- 
ness under the control of B and two key 
employees. The plan for accomplishing 
this and arranging for acquisition of 
stock by the two key employees having 
been carefully worked out, a corporate 
liquidation would not be desirable in 
any event. Under these circumstances 
the death of stockholder A would have 
no effect on the basis of corporate assets. 


Partnership Interest 


If our planners determined that a 
partnership was more desirable for A 
and B than a corporation, would the 


situation be any different? On A’s death - 


his partnership interest would be valued 
at $225,000. Code Section 743(a) pro- 
vides that the basis of partnership prop- 
erty shall not be adjusted as the result 
of a transfer of an interest in a partner- 
ship on the death of a partner unless the 
election provided by Section 754 is in 
effect with respect to such partnership. 
In other words, for this purpose the 


partnership is regarded as a business en- 
tity similar to a corporation. Therefore, 
in the absence of an election by the part- 
nership under Section 754, the effect of 
A’s death on the basis of business assets 
would be exactly the same whether a 
corporation or a partnership were in- 
volved.! 

The fact that a partnership has an 
election neverthless means that there is 
a possible difference between the two 
forms of operation and that a partner- 
ship affords flexibility with respect to 
basis of business assets not present where 
a corporation is utilized. 


Adjustment to Basis of 
Partnership Property 


The election to adjust the basis of 
partnership property is based on the 
aggregate theory of partnerships and is 
designed to prevent a tax hardship which 
might otherwise arise where there is a 
substantial difference between the basis 
of partnership property and the basis of 
a partnership interest arising as a result 
of purchase of the interest or the death 
of a partner. To take a simple illustra- 
tion, suppose a partnership owned in- 
ventory with a basis of $2,000 and a 
value of $4,000. If C bought A’s interest 
in the partnership and paid $2,000 for 
his half interest in the inventory, C 
would have income of $1,000 when the 
inventory was sold ($2,000 minus 
$1,000). Yet he would in effect be pay- 
ing tax on his own capital since he 
originally paid $2,000 for the inventory, 
and A would also have realized income 
on the sale. 


If the partnership makes the election 
under Section 754 the effect, in sub- 
stance, is to allow the purchaser or suc- 
cessor in interest to apply his own basis 
for computing gain, loss, depreciation, 
and depletion by means of an adjustment 
to the basis of the partnership property. 


1Jf the partnership was liquidated the basis of 
the property distributed to the partners in liquida- 
tion would have a substituted basis in their hands 
equal to the adjusted basis of each partner’s inter- 
est rather than a basis of fair market value. See 
Section 732(b) and (c). 
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This adjustment does not apply to the 
_ other partners but only to the transferee 
partner. 


Assuming the election under Section 
754 is made by the partnership, the de- 
termination of the amount of the total 
adjustment to be made by the transferee 
partner is governed by Section 743(b), 
and the allocation of this amount be- 
tween classes of property and individual 
items in each class by Section 755. Sec- 
tion 743(b) provides: 

In the case of a transfer of an interest 
in a partnership by sale or exchange or 
upon the death of a partner, a partner- 
ship with respect to which the election 
provided in section 754 is in effect 


shall— 


(1) Increase the adjusted basis of 
the partnership property by the ex- 
cess of the basis to the transferee 
partner of his interest in the partner- 
ship over his proportionate share of 
the adjusted basis of the partnership 
property, or 

(2) Decrease the adjusted basis of 
the partnership property by the ex- 
cess of the transferee partners pro- 
portionate share of the adjusted basis 
of the partnership property over the 
basis of his interest in the partner- 
ship. 


The section goes on to state that a part- 
ner’s proportionate share of the adjusted 
basis of partnership property shall be 
determined in accordance with his in- 
terest in partnership capital. The regu- 
lations (§1.743-1(b)) state that such 
share is equal to the sum of his interest 
as a partner in partnership capital and 
surplus plus his share of partnership 
liabilities. 


In the A-B Manufacturing Company 
example, the adjustment to basis would 
be as follows: 

Executor’s basis for A’s partner- 

ship interest 


Add: Executor’s share of partner- 
ship abilities —..__...__ 





$225,000 
75,000 


Adjusted basis of partnership in- 
terest 
Less: Executor’s proportionate 
share of partnership’s ad- 
justed basis of its property 
($150,000 plus $75,000) __ 





225,000 


Adjustment to basis under section 


743 (b) sai ge ON 


The $75,000 is then allocated to partner- 
ship property in accordance with the 
rules set forth in Section 755 and the 
regulations.” 


Under Section 755 the amount of the 
adjustment under Section 743(b) is first 
divided between (1) capital assets and 
Section 1231 assets and (2) any other 
partnership property. Then, the portion 
of the increase or decrease allocated to 
each class is further allocated to the 
basis of the properties within the class 
in a manner which will reduce the dif- 
ference between the fair market value 
and the adjusted basis of partnership 
properties.* 

In our example the adjustment was 
caused entirely by the increased value of 
Section 1231 assets. Therefore, there is 
no problem of allocation between classes 
of property. 


2In this example the adjustment is made in ac- 
cordance with the regulations rather than the 
statute. 


SReg. §1.755-1(a) (1) (i). 
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The allocation would then be made a 
follows: 


Excess o} 
Adjusted Market Mkt. Valu: 
Basis Value _ over Basi: 
Land and 
Buildings 
Manufacturing 
Equipment 


$100,000 $220,000 $120,000 


250,000 280,000 30,000 


$500,000 $150,000 





$350,000 


Allocatio: 
of Sec. 
743(b) 

Adjustment 


Excess of 
Market Value 
over Adjusted Basis 
Amount Ratio 
Land and 
Buildings 
Manufacturing 
Equipment 


$120,000 80% $60,000 


30,000 20% 


$150,000 100% 


15,000 
$75,000 


In other words, A’s estate or other 
transferee of his partnership interest 
would have an additional basis over and 
above one-half the partnership basis of 
$60,000 for the land and buildings or a 
total basis of $110,000 and a basis of 
$140,000 for the manufacturing equip- 
ment. In each instance this equals one- 
half of the market value of the assets at 
the date of A’s death. 

In actual practice the allocation be- 
tween land and buildings would have 
to be segregated for purposes of depre- 
ciation. There is also the problem of 
allocation between items of manufactur- 
ing equipment. However, the example 
illustrates the possibility of A’s estate 
receiving an additional basis for part- 
nership assets without the necessity of 
dissolving the partnership and without 
affecting the other partner’s tax posi- 
tion. 


Consider Consequences 


A partnership offers more flexibility 
than a corporation in adjusting the basis 
of business assets on the death of an 
owner of the business. However, the pro- 
visions are rather complicated and can 
involve some extensive accounting. Fur- 
ther, the election to adjust the basis of 
partnership property is binding not only 
in the case of a transfer of a partner- 
ship interest but also on a distribution 
of property to a partner. Before a part- 
nership makes the optional adjustment 
under Section 754, the possible conse- 
quences must be carefully considered 

Although the problem of the basis of 
business assets is an important con- 
sideration in estate planning, in the nor- 
mal case the decision to operate in cor- 
porate or partnership form involves 
many other factors which may outweih 
the advantages to be derived from <e- 
curing a new basis for the assets in {he 
business. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


A new Estate Planning Council was 
established in Boulder, Colo., on Janu- 
ary 23. Its membership includes 3 life 
underwriters, 3 attorneys, 2 trust officers, 
a certified public accountant, and Wil- 
liam J. Bowe, who is professor of law at 
the University of Colorado and also es- 
tate planning consultant and tax adviser 
to the trust department of National State 
Bank of Boulder. The council plans to 
operate along the lines of a study group. 

Central Arizona—Officers for the cur- 
rent season are: Pres.—Charles B. Mc- 
Alister, attorney; Vice-Pres.—William 
G. Farrow, accountant; Sec.—Bernard 
A. Vitek, trust officer, Phoenix Title & 
Trust Co.; Treas.—Rulon E. Rasmussen, 
life underwriter. 

Southern Arizona—On January 20 
Bernard Vitek, trust officer of Phoenix 
Title & Trust Co., spoke on “Deferred 
Profit Sharing Trusts.” 

Los Angeles—On January 6, Charles 
L. Kopp, associate counsel of Pacific 
Mutual Life Insurance Co., spoke on 
“Estate and Gift Tax Problems Incident 
to Transfers of Life Insurance.” 

Santa Clara County—At the January 
27 meeting the following officers were 
elected: Pres——Raymond F. Triplett, 
C.L.U.; Vice Pres.—S. Stephen Naka- 
shima, attorney; Sec.—Robert Bowman, 
life underwriter; Treas.—George A. 
Young, C.P.A. 

Connecticut—On January 28 Orson 
Hart, vice president of New York Life 
Insurance Co. in charge of Economic Re- 
search, spoke on “Outlook of Long Term 
Funds and for Business in General.” 

New Haven, Conn.—On January 13, 
C. Newton Schenck, attorney and past 
president of the council, spoke on “Gran- 
tor Trusts — The Practical Uses for 
Clifford Type Trusts and their Estate, 
Income and Gift Tax Aspects.” The sec- 
retary’s notice carried suggested reading 
and eight topics for possible discussion. 


Central Florida — On January 16, 
Frank E, Diamond, CLU, Gulf Life Inur- 
ance Co., Jacksonville, spoke on “Buy 
and Sell Agreements.” 

East Coast, Florida—On January 28 
William E. Murray, New York attorney 
and lecturer, spoke on “Estate Planning 
Use of Life Insurance Trusts, Other In- 
ter Vivos Trusts, and Testamentary 
Trusts.” 

Atlanta—On January 28 Harrison 
Jones, retired president of Coca Cola 
Co., and currently president of the 
Metropolitan Foundation of Atlanta 
spoke on gifts of property and life in- 
Surance to community foundations. 


Frsruary 1958 


Chicago—On January 15 a joint meet- 
ing with the Chicago Association of Life 
Underwriters was addressed by Robert 
G. Lawthers on “Protecting Life Insur- 
ance Proceeds — Options and Trusts.” 
Mr. Lawthers is director of benefits for 
New England Life Insurance Co. 

Des Moines—On January 8 the pro- 
gram of a joint meeting with the Estate 
Planning Forum was directed by Noel 
T. Robinson. 

Flint, Mich.—Officers for 1957-58 are 
Pres—James M. Pearson, attorney; 
Vice Pres.—J. Gorton Milliken, CLU, of 
the Mutual Benefit Life Insurance Co.; 
Sec.—Reiner F. Lingelbach, vice presi- 
dent and trust officer, Citizens Commer- 
cial & Savings Bank; Treas.—John 
Thomas, Attorney. Council membership 
of attorneys, trust officers, accountants 
and life underwriters numbers 65. 

Mississippi—On January 27 the film 
“So Little For Eve” (the New York 
State Trust Division recently released 
film on trust services) was presented by 
courtesy of Deposit Guaranty Bank & 
Trust Co., Jackson. The following of- 
ficers were elected: Pres——Chalmers W. 
Alexander, vice president and trust of- 
ficer, First National Bank of Jackson: 
Vice Pres.—R. L. Stainton, C.P.A., Jack- 
son; Sec.-Treas. — Louis A. Miazza, 
C.P.A., Jackson. 

New Hampshire—On January 23 the 
Hon. Emile Lemelin, Judge of Probate 
for Hillsborough County, spoke on 
“Some Experiences as a Judge of Pro- 
bate Court.” 


Central New Jersey—On January 24 
Robert Benjamin, assistant trust officer, 
Guaranty Trust Co., New York, discussed 
“Discretionary Powers of Distribution 
Exercised by Trustees.” The following 
officers were elected: Pres. — Morris 
Westerman, C.L.U., special agent, New 
York Life Insurance Co.; Sec.-Treas.— 
George F. Baine, Jr., trust officer, Mon- 
mouth County National Bank, Red Bank. 

Northern New Jersey—At the January 
16 annual meeting John F. Connolly, 
chairman of the department of business 
law at St. Peter’s College, spoke on 
“Joint Bank Accounts — their Use and 
Abuse.” 

Dayton—On January 16 Philip Peters, 
vice president in charge of group insur- 
ance sales for John Hancock Life In- 
surance Co. spoke on “New Develop- 
ments in Group Insurance and Pension 
Funding.” 

Philadelphia—On January 22 Michael 
Gurbarg, group supervisor, estate and 
gift tax section of the audit division, In- 
ternal Revenue Service at Philadelphia, 
spoke on “The Treasury Department 
Scrutinizes the Unplanned Estate of 
Adam MacAdam.” Trust company diffi- 
culties with the MacAdam estate (copies 
of which were circulated among mem- 
bers) were discussed in December. Mr. 
Garburg treated the tax aspects, pin- 
pointing faults and contrasting resulting 
hardships on heirs and beneficiaries with 
advantages that would have been theirs 
through comprehensive estate planning. 

Pittsburgh — On January 13 Henry 
Cooper, attorney, spoke on “Death of 
the Insurance Trust?” (continued ) 
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Rhode Island—On January 27 Robert 
J. Lawthers, director of benefits and 
pension business, New England Mutual 
Life Insurance Co., Boston, spoke on 
“Tax Traps for Participants of Pension 
and Profit Sharing Plans and their Bene- 
ficiaries.” 

Milwaukee—At the January 27 annual 
meeting “How to Handle Business and 
Professional Expense on Income Tax 
Returns” was presented by attorneys 


Richard D. Hobbet and Roger L. Boener. 


CANADA 


Edmonton, Alberta—At a recent meet- 
ing of the newly formed Life Insurance- 
Trust Council F. A. Skinner, C.L.U., 
Manufacturers Life Insurance Co., and 
H. M. Gale, National Trust Co., Ltd., 
spoke on “Settlement Options.” Officers 
elected for the year are: Pres.—Donald 
L. Evans, Edmonton manager, Royal 
Trust Co.; Vice Pres.—Morris B. Dra- 
per, C.L.U., Empire Life Insurance Co.; 
Treas.—F. A. Skinner, C.L.U., Manu- 
facturers Insurance Co.; Sec.—George 
Villett, Prudential Trust Co., Ltd. 

Winnipeg, Manitoba—Membership of 
the recently organized Life Insurance- 
Trust Council consists of eight trust 
company men and 16 insurance men. 
Trust company members are all actively 
engaged in business development and 
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several are assistant managers. Officers 
for the year are: Pres——A. C. Scott, 
Royal Trust Co.; Vice Pres.—J. H. Gold- 
man, C.L.U., Manufacturers Life Insur- 
ance Co.; Sec.—H. G. Crossley, Sov- 
ereign Life Assurance Co. of Canada; 
Treas—G. M. Stewart, Canada Perma- 
nent Trust Co. 

Hamilton, Ontario — The November 
program consisted of a case review by 
A. Edmonstone, trust officer, and a dis- 
cussion of “The Avoidance of Admini- 
strative Problems by Estate Planning” 
by Harry M. Vila, both of National 
Trust Co., Ltd. 

Toronto, Ontario—At the December 
meeting James T. Gow, Q.C., spoke on 
“Making Wills.” 

Montreal, Quebec—At the November 
meeting Eric W. Kierans, director of the 
School of Commerce and professor of 
Commerce at McGill University, was 
leader of a discussion on the personali- 
ties and problems of the president of 
Shipper Ltd. and his sons with respect to 
company organization and management. 


a 2 a 


Life Insurance School to 
Discuss the Business Unit 


“The Business Unit and Life Insur- 
ance” will be the theme of the Fifteenth 
Life Underwriting School, scheduled for 
the week of July 28 through August 1, at 
the University of Connecticut. 

Some of the subjects to be covered 
are: The Form of Business Organization; 
Insurance for Business Purposes; Agree- 
ments; Estate Planning for the Owner of 
the Closely Held Business; Trends in 
Life Insurance; and Selling Insurance 
for Estate and Business Purposes. 

Information about fees and program 
may be obtained from Miss Dorothy G. 
Lundbad, School of Business Adminis- 
tration, University of Connecticut, 
Storrs. 





New Underwriter Group Active 
The Association of Advanced Life 


Underwriters, national professional or- 
ganization formed last fall by a group 
of leading life insurance representatives, 
has stated its objectives in a folder just 
issued for distribution to interested 
underwriters. It points out that the 
group, which has been issuing weekly 
bulletins on pending tax changes, aims 
“to give the leaders in our profession 
a direct voice in the public issues that 
affect the role of life insurance in the 
dynamic development of the American 
economy.” 

The group seeks “to protect and pro- 
mote the long-term welfare of the life in- 
surance buying public” under four 
guiding principles: Vigilance, Integrity, 
Vision and Security. 

The Association’s counsel reviews and 
interprets pertinent discussions of taxa- 
tion and related issues and keeps the 
membership advised of developments on 
Capitol Hill and in the Treasury De- 
partment. Robert C. Preble, Jr., of 
Chicago, is president of the Association, 
whose office is in the Bowen Building, 


Washington 5, D. C. 
A A A 


Trust Specialist Addresses 
Life Underwriters 


Malcolm MacCallum, field represen- 
tative for the trust department of Fair- 
field County Trust Co., addressed the 
January 30 Annual Connecticut Agents 
Meeting of Mutual Life Insurance Co. of 
New York. The meeting was held in 
Stamford. Mr. MacCallum spoke on “Co- 
operation Between Bank Trust Officers 
and Life Underwriters in Estate Plan- 
ning.” Mr. MacCallum is a past president 
of the Bridgeport Life Underwriters As- 
sociation. Mr. MacCallum has been en- 
gaged in trust and insurance work for 
30 years. 
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ALABAMA 


MOBILE—Frank W. Drey and Thomas Gaines St. John, Jr., 
newly elected trust officers of First NATIONAL BANK, and 
Edward T. Sauls, asst. trust officer. Drey started with the 
bank in 1934; St. John in 1935; and Sauls last year. Sauls 
obtained his bachelor’s degrees in commerce and law from 
U. of Alabama. 


ARIZONA 


PHOENIX—W. J. Bury, former trust officer, appointed as- 
sistant vice president in charge of the VALLEY NATIONAL 
BANK’s operations and personnel department, where he will 
be responsible for hiring and training of the bank’s statewide 
staff, now numbering over 1550 full-time employees. Earl H. 
Brunken, tax administrator in the trust department, pro- 
moted to trust officer; Dougles J. Wall (member of the 
Arizona bar) named asst. trust officer at the Flagstaff 
office; and Robert L. Brighton, manager of the trust ac- 
counting division, promoted to asst. trust officer. 


CALIFORNIA 
LOS ANGELES—At CALIFORNIA BANK, William E. Naler 
elected assistant secretary in the trust department. He is 


a graduate of U. of Houston and attended the School of 
Law. 






LOS ANGELES—John Robertson and Harold Tarabochia 
promoted to trust officers at CITIZENS NATIONAL TRUST & 
SAVINGS BANK; and William R. Howell, John A. Mason 
and Howard O. Wilson elected asst. trust officers. 


LOS ANGELES—UNION BANK elected L. W. Pitts a trust 
officer and Charlotte Gilliland asst. trust officer. 


SACRAMENTO & SAN FRANCISCO—At the Sacramento 
office of CROCKER-ANGLO NATIONAL BANK, Richard L. Taylor 
advanced to trust officer. A graduate of U. of Washington 
Law School, Taylor joined the trust department in 1948. 
At San Francisco (1 Montgomery St.), John J. Connolly, 
Allan Hay, William G. Hiatt, James A. Keeley and Herbert 
E. Shultis named trust officers; and Edward S. Haskell 
named asst. trust officer. At the Sansome Street office, Philip 
S. Dalton named trust officer. Connolly, with the bank since 
1926, has worked in all phases of trust operations. Hay 
joined the bank in 1917 and is head of the private trust 
division and a member of the State Bar. Hiatt joined in 
1924, and is in the income tax division of the trust depart- 
ment. Keeley, a graduate of St. Mary’s College in North 
Dakota, will be in charge of all stock transfers at his 
office. Shultis was assigned to the trust department in 1941. 
Dalton, graduate of Harvard, served as adviser to the trust 
department and was promoted to asst. vice president in 1955. 
He is a graduate of the Pacific Coast Banking School Trust 
Division. Haskell will be manager of the real estate division 
(trust). 


SAN FRANCISCO—S. S. Hasbrook made a trust officer and 
Jack S. Selden an asst. trust officer, at WELLS FARGO BANK. 
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NELSON L. NORTH, JR. 


COLORADO 


DENVER—UNITED STATES NATIONAL BANK promoted Rahe 
H. von Hoene to trust officer and named Stanley C. Branden- 
burg asst. trust officer. Von Hoene is a graduate of U. of 
Denver and Westminster College of Law, and joined the 
trust department in 1950. Brandenburg, an attorney since 
1926, interrupted private practice in 1941 to become District 
Director of O.P.A., joining the bank in 1956. 


CONNECTICUT 


BRIDGEPORT—City Trust Co. promoted Nelson L. North, 
Jr., to vice president, and appointed John R. Aaker a trust 
investment officer. Following the war, North was with the 
Chase Manhattan Bank’s trust department for six years, 
joining Bridgeport-City Trust Co. (the predecessor bank) 
in 1952. Graduate of Rutgers U. Graduate of Banking, he 
has written a thesis on employee benefit plans. Aaker left 
his post of assistant economist with Chase in 1956, to join 
the investment department in Bridgeport, specializing in 
economic analysis. 

GREEN WICH—Eugene G. Blackford stepped down as board 
chairman of GREENWICH TRUST Co., and is succeeded by F. 
Reginald Gisborne, Jr., who in turn is succeeded as president 
by Benjamin Blackford; Elmer Elkins was elected vice 
president and treasurer and is succeeded as treasurer by 
Samuel W. Meek, Jr., who was also reelected trust officer. 





VKKNK 
HARTFORD—Reese H. Harris, 
Jr., vice president in charge of 
the trust department of CONNEC- 
TICUT BANK & TrRusT Co., elected 
also a director. Harris is a di- 
rector of Connecticut General 
Life Insurance Co., Spencer Tur- 
bine Co., and trustee of the 
Society for Savings. 














HARTFORD—Robert F. Aronson promoted to assistant 
secretary at HARTFORD NATIONAL BANK & TRUST Co., where 
he is manager of the trust department tabulating division. 
NEW BRITAIN—William E. Attwood, Jr. elected president 
and chief executive officer of NEW BRITAIN TRUST Co., suc- 
ceeding Harry H. Howard, elected chairman of board of 
trustees. A graduate of Princeton U. in 1936, Attwood 
joined the bank in 1954 as executive vice president, after 
leaving the presidency of Burritt Mutual Savings Bank. 
NEW HAVEN—E. Libby Eastman and Robert A. Cairns 
named asst. trust officers at First NEw HAVEN NATIONAL 
BANK. 
DELAWARE 


NEWARK & WILMINGTON—At FARMERS BANK OF THE 
STATE OF DELAWARE, Edward F. Matthews, vice president 
in charge of Newark operation, transferred to Wilmington, 
while George L. Townsend was elected asst. vice president 
and assigned to Newark. 


JOHN R. AAKER 
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Atlanta 


DISTRICT OF COLUMBIA 


WASHINGTON—Henry K. Dierkoph advanced to vice presi- 
dent and trust officer at Riccs NATIONAL BANK; Frederick 
L. Church, Jr., to vice president and trust investment officer ; 
William C. Palmer to trust investment officer; and Gene L. 
Pulliam to asst. trust investment officer. 


WASHINGTON—Richard V. McNamara, a graduate of 
George Washington U. Law School and member of the D. C. 
Bar, elected asst. trust officer in the penison trust division 
of UNION TRUST Co. 


FLORIDA 


HOLLYWOOD—Harry M. Schwenke joined First NATIONAL 
BANK as asst. trust officer, after resigning as Assistant 
County Attorney in Grand Forks, North Dakota. 


JACKSONVILLE—Frank W. Norris named chairman of 
the board and chief executive officer of BARNETT NATIONAL 
BANK; William R. Barnett became president; and William 
R. McQuaid, chairman, retired after 60 years’ service. Sam 
S. Conoly became vice president and senior trust officer; 
Thomas E. Camp, III, named vice president and trust officer ; 
and C. E. Davis elected asst. trust officer. 


MIAMI—LITTLE RIVER BANK & Trust Co. promoted Paul 
C. Schmitt to trust officer. A graduate of Strayer College of 
Accountancy, Tax Practice Institute and Columbus School 
of Law of Catholic U. of America, his experience includes 
over 8 years with trust departments in Washington, D. C. 


TAMPA—Henry Toland, vice president and trust officer 
in charge of the trust department of EXCHANGE NATIONAL 
BANK, elected also a director. He is chairman of the Com- 
mittee of 100 of the Greater Tampa Chamber of Commerce, 
and president of United Fund of Greater Tampa. At the 
same time, William J. Moody and Miss Myrlyn L. Allen 
(attorneys) were named associate trust officers. 


GEORGIA 


ATLANTA—4J. Benjamin Moore, head of trust department 
new business, First NATIONAL BANK, elected vice president 
and trust officer and given additional administrative duties as 
assistant to N. Baxter Maddox, senior vice president and trust 
officer in charge of the trust department; Thomas A. Slaugh- 
ter, Jr., promoted to trust officer in charge of trust new 
business; and Robert B. Walker and John H. Guess elected 
asst. trust officers. Moore graduated Magna Cum Laude 
from Woodrow Wilson College of Law in 1949, completed 
the Graduate School of Banking at Rutgers U. in 1952, and 
has been with the bank since 1928. Slaughter received an 
LLB degree in 1949 from Emory U. Law School. Walker 
has a BS from Davidson College and an LLB from Vander- 
bilt School of Law. Guess attended Emory U. Law School 
and received his BA from U. of Georgiai 


ATLANTA—Hiram E. Camp, Jr. and Richard E, Lough- 
borough, attorneys, joined FULTON NATIONAL BANK as trust 
officers; and John R. Thompson advanced to asst. trust officer. 
Camp, who will specialize in pension, retirement and profit 
sharing plan installations, is a graduate of U. of Georgia 
Law School, after which he spent six years in trust depart- 
ment work. Loughborough is a graduate of Northwestern 
U., DePaul U. College of Law, and the U. S. Naval War 
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Wo. B. CUNNYNGHAM 
Chicago 


K. G. MORTON 
Chicago 


Atlanta 
College. He was instructor at Northwestern and Senior 
Editor for Commerce Clearing House, and for the past 7 
years has represented CCH in Georgia and has served as a 
lecturer at Georgia State College and Emory U. Law School. 


ATLANTA—Trust Co. OF GEORGIA named Edward W. 
Branan an asst. trust officer. Holder of AB and LLB de- 
grees from Emory U., Branan joined the Company in 1953 
and subsequently was named assistant manager of the 
corporate trust department. 


AUGUSTA—Charles S. Daley resigned as vice president and 
asst. trust officer of First NATIONAL BANK & TRUST Co. to 
become president of DEKALB NATIONAL BANK, Brookhaven. 


ILLINOIS 


CHICAGO—CuHuIcAGo TITLE & TRUST CoO. appointed Rich- 
mond M. Corbett trust officer, and Edward E. Longbons as 
asst. trust officer. 


CHICAGO—At First NATIONAL BANK, Kenneth G. Morton 
ton elected vice president in the trust department; William 
K. Stevens, formerly trust officer, made asst. vice president; 
Milton J. Hardacre, Jr., Otto F. Hass, Robert E. Taylor 
and Arthur L. McKee, trust officers; Richard A. Andersen, 
asst. trust officer; and Harry J. Fisher, Benjamin C. Homola 
and Orville H. Strong, assistant secretaries. 


CHICAGO—Glen H. Tyrrell elected vice president and trust 
officer at NATIONAL BANK OF AUSTIN. A former teacher, 
Tyrrell came to the bank 31 years ago as secretary and 
trust officer. Miss Violet M. Christin was elected secretary. 


CHICAGO—In the trust department of NORTHERN TRUST 
Co., William B. Cunnyngham and Joseph J. Regan were 
promoted to vice presidents; David W. Dangler, Charles L. 
Kaufmann, William G. Ericsson, Willett N. Gorham, Robert 
C. Nihan and Kenneth J. Bushman, to second vice presi- 
dents; and James A. Shute to assistant secretary. 


EVANSTON—Ernest J. Hewitt and Richard A. Sachs ad- 
vanced to trust officers and assistant secretaries at FIRST 
NATIONAL BANK & TRUST Co. 


INDIANA 





kkk kk 

FORT WAYNE—New president 
of LINCOLN NATIONAL BANK & 
Trust Co. is Earl G. Schwalm, 
formerly vice president and trust 
officer in charge of the trust de- 
partment. Succeeding Charles H. 
Buesching, now chairman and 
chief executive officer, Schwalm 
started banking in 1925 with the 
predecessor First National Bank, 
advancing in various trust posi- 
tions. He is a member of the Probate Study Commis- 
sion which drafted the Probate Code effective in 1954. 
Richard W. Goshorn succeeds Schwalm as. vice presi- 
dent and trust officer and head of the trust depart- 
ment; Lloyd E, Beatty advanced from trust officer to 
vice president; and Eugene F. Hart and James E. 
Jefferis newly named trust officers. 





EARL G. SCHWALM 
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RICHARD W. GOSHORN 
Fort Wayne 





W. J. TILLETT 
Indianapolis 


Jos. J. REGAN 
Chicago 


INDIANAPOLIS—Former trust officer William J. Tillett 
elected vice president at FIDELITY BANK & TRUST Co.: and 
James W. Shirley, asst. trust officer. Tillett is a graduate 
of Franklin College and Indiana U. School of Law. 


MUNCIE—Lee Showalter advanced to asst. vice president 
and trust officer of MERCHANTS NATIONAL BANK. A graduate 
of Benjamin Harrison Law School, he also attended In- 
diana U. 


KANSAS 


PARSONS—John W. Kliewer promoted to asst. vice presi- 
dent and asst. trust officer at STATE BANK. 


WICHITA—B. M. Lester advanced to vice president and 
senior trust officer; H. W. Hill to vice president and trust 
officer, at First NATIONAL BANK. Lester has served the 
Bank for 29 years, mostly in trust work. 


KENTUCKY 

LOUISVILLE—Harry H. Leigh and Thomas Edward Pfau 
elected trust officers at LOUISVILLE TRUST Co. Leigh served 
in the Navy and attended U. S. Naval Academy. Graduate 
of U. of Louisville with BS in Accounting, he worked in 
public accounting and industry until joining Louisville Trust 
in 1956. Pfau is a graduate of U. of Louisville with AB and 
LLB Degrees, served in Judge Advocate General’s Corps 
of the Army, and practiced law until he joined the trust 
department in July, 1957. He is a member of the Louisville, 
Kentucky, and American Bar Associations, and is admitted 
to practice of law before Kentucky Court of Appeals, U. S. 
District Court and U. S. Court of Military Appeals. 


OWENSBORO—Judge Sidney B. Neal, Circuit Judge of 
the Sixth Judicial District since 1940, joined CENTRAL TRUST 
Co. as vice president and trust officer. Judge Neal attended 
U. of Kentucky and subsequently served as county attorney 
from 1930 to 1938. 


LOUISIANA 


NEW ORLEANS—Francs C. Doyle, vice president and trust 
officer of NATIONAL BANK OF COMMERCE, advanced to senior 
vice president. Doyle’s banking career started in 1920, after 
graduation from Loyola U. Law School. 
SHREVEPORT—Ralph E. Linton elected asst. trust officer 
of COMMERCIAL NATIONAL BANK. 


SHREVEPORT—Walter B. Jacobs, Jr., promoted to execu- 
tive vice president of First NATIONAL BANK. 
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PORTLAND—John Blatchford advanced to asst. trust offi- 
cer at Casco BANK & Trust Co. A graduate of Bowdoin 
College and U. of Virginia Law School, he has been with the 
bank since 1956. 


MARYLAND 


BALTIMORE—Howard C. Marchant and B. Carter Randall 
named asst. trust officers at EQUITABLE TRUST Co, 


MASSACHUSETTS 


BOSTON—Frederick W. London, Harvard Law School grad- 
uate, advanced to trust officer at MERCHANTS NATIONAL 
BANK. 


BOSTON—Elliott Stone advanced to vice president and trust 
officer at UNITED STATES TRUST Co.; and Norman M. Roches- 
ter to asst. trust officer. 


MICHIGAN 


GRAND RAPIDS—Donald O. Johnson and Robert W. Mum- 
ford, both of the trust division, promoted to vice presidents 
at OLD KENT BANK & MICHIGAN TRUST Co. 


MINNESOTA 


MINNEAPOLIS—In the trust department of NORTHWESTERN 
NATIONAL BANK, Willard M. Henjum and Myron C. Carlson 
promoted to vice presidents; Orrin A. Hanson to trust officer 
and assistant secretary; J. Gordon Cool, David H. Willard 
and Earl W. Riesberg appointed asst. trust officers. Henjum 
joined the bank as a messenger in 1929; Carlson in 1940 
after U. S. Treasury Department service (he is a graduate 
of U. of Minnesota). Harold O. Olson, formerly a trust 
officer and assistant secretary, promoted to asst. vice presi- 
dent in the commercial department. 

ST. PAUL—Wallace H. De Mers elected investment officer 
in the trust department of AMERICAN NATIONAL BANK. He 
was previously account executive with Merrill Lynch, Pierce, 
Fenner & Beane. 


MISSOURI 
KANSAS CITY—Richard L. Moore made asst. trust officer 
at First NATIONAL BANK. 


ST. LOUIS—Willis W. Marshall, Vernon H. Jung and Clif- 
ford O. Shandy elected asst. trust officers at BOATMEN’S 
NATIONAL BANK. 


NEW JERSEY 


CAMDEN—With the election of Robert J. Kiesling as board 
chairman and chief executive officer of CAMDEN TrUsT Co., 


W. R. Davis 
Camden 


M. C. CARLSON 
Minneapolis 


W. M. HEnNjum 
Minneapolis 






B. A. SHEEHAN 
Camden 





M. M. 1zz. MIA 


New York Rochester 


W. Robert Davis moves up to president to succeed him, 
from vice president and assistant to the president. Judge 
Bartholomew A. Sheehan, in charge of the trust department, 
advanced to senior vice president; B. R. Compton, new busi- 
ness development department, elected vice president. 


FRANKLIN—Swussex County Trust Co. promoted Robert 
C. Shelton from treasurer and trust officer to vice president, 
secretary and a director. 


JERSEY CITY—Raymond R. Marshall appointed trust offi- 
cer in estate planning division of COMMERCIAL TRUST Co. 
OF NEW JERSEY. 


iNNEWARK—Harley G. Horner, Jr., elected asst. trust officer 
at FIDELITY UNION TRusT Co. 


NEW BRUNSWICK—Cooper O. Vickery, in charge of the 
trust department at NATIONAL BANK OF NEW JERSEY since 
1948, promoted to vice president and trust officer. 


RIVERSIDE—Stewart S. Brush named vice president and 
trust officer at RIVERSIDE TRuUsT Co. 


SUMMIT—Svummir Trust Co. promoted Lawrence J. Mac- 
Gregor to the new position of board chairman, and Harold 
T. Graves, Jr., to president and chief executive officer. 


NEW MEXICO 


ALBUQUERQUE—James E. Cox, New England Mutual 
Life Insurance Co. local manager since 1952, appointed asst. 
trust officer of ALBUQUERQUE NATIONAL BANK. 


NEW YORK 
ELMIRA—Carl D. Meacham advanced to trust officer of 
MARINE MIDLAND TRUST Co. OF SOUTHERN NEW YorK; John 
C. Lowman, assistant secretary, named, in addition, trust 
investment officer. 


NEW YORK—Harold F. Adams elected assistant secretary 
in the trust department, at BANKERS TRUST Co. 


NEW YORK—Myron M. Zizzamia appointed vice president 
in the tax administration department of City BANK FARMERS 
Trust Co.; and Norman J. Larkin appointed trust officer 
with the 51st street estate planning division. 


NEW YORK—Advancements at GUARANTY TRUST Co., Jn- 
vestment and pension trust department: William Braden 
and J. Arthur McKaig to vice presidents; James L. Rudolph, 
second vice president; and C. Robert Safford, investment 
officer; Corporate trust department: Justin A. McCarthy, 
trust officer; Regis E. Moxley and James F. O’Rorke, second 
vice presidents; Grainer S. Greene, asst. trust officer; and 
Alfred J. Doremus, assistant secretary; and in Personal 
trust department: Martin F. Shea, Jr., trust officer; David 
Gibson, Guy C. Hamilton, Lucien R. Shattuck, Jr., and 
Bernhard C. Wittschen, asst. trust officers. 


ROCHESTER—Thomas E. McFarland elected vice presi- 
dent and senior trust officer, and James W. Cook a vice presi- 
dent and trust officer, at LINCOLN ROCHESTER TRUST Co. 
McFarland is a graduate of Boston College, recently served 
as chairman of New York State Bankers Association Com- 
mittee on Trust Development, and was in charge of the 
Trust School at New York U. Cook, previously manager of 
the tax department and more recently an asst. vice presi- 
dent in charge of pension and profit sharing trusts, is a 
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THos. E. MCFARLAND 


THOS. E. CLARKE 
Cleveland 


JAMES W. Cook 
Rochester 


R. E. VUNDERINK 
Cleveland 


graduate of the Graduate School of Banking at Rutgers U., 
and a past president of Rochester Chapter of the Tax 
Executive’s Institute and of the Bank Tax Association of 
Rochester. 


WATERTOWN—Bernard A. Gray, chairman and trust offi- 
cer, retired but continues as board chairman at NORTHERN 
New York Trust Co. Robert J. Hanrahan and Miss 
Catherine E. Cullen promoted to trust officers; and William 
A. Healer named asst. trust officers. 


WEST HEMPSTEAD—William H. Bassett elected asst. 
trust officer at MEADOW Brook NATIONAL BANK. 


NORTH CAROLINA 


WINSTON-SALEM—Willis F. Gupton made asst. trust offi- 
cer at the Wilmington office of WACHOVIA BANK & TRUST Co. 


OHIO 


CINCINNATI—Ralph J. Waldvogel, Jr., promoted to asst. 
trust officer, trust development and new business, at CEN- 
TRAL TRUST Co.; Herbert J. Stenger, trust comptroller since 
1952, named assistant secretary; Lee H. Gischy, Joseph D. 
Landen, Philip G. Walters, administrative assistants in trust 
department; Walter A. Zebrak, Jr., trust investment analyst; 
and Fred R. Veith, trust tax specialist, elected assistant 
secretary. Louis Gulden retired as vice president and trust 
officer after 30 years of service. 

CLEVELAND—William A. Hiles, vice president in the trust 
department of CENTRAL NATIONAL BANK and a member of 
the staff since 1933, retired. Vice president and head of per- 
sonal trust division since 1947, he has served as president 
of the Life Insurance Trust Council of Cleveland. 


CLEVELAND—Promotions at CLEVELAND TRUST Co.: D. 


A. Endsley, assistant secretary, and J. S. Dickson, trust ac- | 


counting officer (corporate trust); and J. W. Jonke, trust 
accounting officer, R. G. Gilchrist, asst. trust officer, M. J. 
Pappas, trust investment officer (all estates department). 
CLEVELAND—In the trust department of NATIONAL CITY 
BANK, Russel E.: Vunderink promoted to vice president — 
administration, and Thomas E. Clarke and Louis H. Ewald 
to asst. vice presidents. 


COLUMBUS—Clair E. Fultz succeeds John E. Stevenson 


as president of HUNTINGTON NATIONAL BANK, upon the lat- 
ter’s elevation to vice chairman and chief executive officer; 
Earl H. Maurer named asst. trust officer. 


DAYTON—J. M. Huffman, Jr., elected asst. trust officer at 


THIRD NATIONAL BANK & Trust Co. With the trust depart- | 


ment since 1948, Huffman attended Kenyon College. 


DAYTON—At WINTERS NATIONAL BANK & Trust Co., 
Charles F. Kettering elected honorary board chairman, 
Walter H. J. Behm, chairman and executive officer; Eugene 
W. Kettering, vice chairman; I. H. Jones, president; Robert 
Womsley (vice president in charge of trusts) named secre- 
tary of the board; and David R. Miller advanced to invest- 
ment officer (trust). 


TOLEDO—Named assistant secretaries in the trust depart- 
ment of ToLepo Trust Co. were Charles W. Porter and 
Robert A. Sockrider. Porter will continue in the investment 
division, while Sockrider, heretofore insurance supervisor 
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C. B. PETERSON, JR. 
Dallas 





R. M. ALTON 
Poriland, Ore. 


Louis H. EWALD 
Cleveland 


in trust real estate division, will assume new duties in ad- 
ministration of estates. 


OKLAHOMA 


BARTLESVILLE—Mac D. Wallace promoted to executive 
vice president and trust officer at First NATIONAL BANK. 


OREGON 


PORTLAND—R. M. Alton advanced to vice president and 
executive trust officer; E. J. Overman and L. B. Staver to 
vice presidents and trust officers, at UNITED STATES NATIONAL 
BANK. 

PENNSYLVANIA 
PHILADELPHIA—Carl K. Dellmuth advanced to senior 
vice president in charge of business development; F. C. P. 
McGlinn elected vice president in charge of advertising and 
public relations, at FIDELITY-PHILADELPHIA TRUST Co. Named 
first full-time secretary of Pennsylvania Bankers Association 
in 1949, Dellmuth joined Fidelity in 1953. 
PHILADELPHIA—J. Malcolm Johnston, senior vice presi- 
dent of GIRARD TRUST CORN EXCHANGE BANK, retired after 
42 years of service. At one time in charge of the investment 
division and later the trust department which held mcre 
than a billion dollars assets, Johnston introduced the use cf 
punch-card business machines for trust bookkeeping and 
clerical work, the first by a Philadelphia commercial bank. 
He established the bank’s Advertising Department and was 
responsible for the modernization of the Girard Annual 
Report which, with cartoons included, has won numerous 
“Oscars” for the best bank report in the country. 
PITTSBURGH—At PEoPLEsS First NATIONAL BANK & TRUST 
Co.. William J. DeGrosky named advertising manager, hav- 
ing formerly been an account executive with Belnap & 
Thompson, Inc., Chicago. 

PHOENIXVILLE—Harry Baird named asst. trust officer 
of FARMERS & MECHANICS-NATIONAL BANK. 
READING—Donald E. Clark elected an asst. trust officer 
at BERKS CouNTY TrRusT Co. A graduate of the Graduate 
School of Banking at Rutgers, Clark joined Berks County in 
1940. 

WILLIAMSPORT—Harold A. Brown elected chairman of 
the board at WEST BRANCH BANK & Trust Co. and is suc- 
ceeded as president by Charles A. Schreyer, who has been 
Vice president in charge cf trusts; Robert L. Ellison elected 
senior trust officer. Schreyer is a former president of the 
Trust Division, Pennsylvania Bankers Association. 


TEXAS 


DALLAS — Assistant cashier Robert B. Neff given the 
dditional title of asst. trust officer, and Harry C. Mayer 
lected asst. trust officer, at First NATIONAL BANK. 


DALLAS—George E. Wilkins, Jr., promated to trust officer 
REPUBLIC NATIONAL BANK, where he heads the bank’s 
ist oil division. Wilkin is a registered professional engineer. 
DALLAS—P. B. (Jack) Garrett, president of TExAs BANK 
& Trust Co. for the last 12 years, elected vice chairman 
{ the board; C. B. Peterson, Jr., who started as a runner 
years ago, elevated to ‘the presidency; and Jack G. 
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CHARLES L. BYBEE 
Houston 


OscaR R. WEYRICH 
Houston 


Ross P. BENNETT 
Houston 


Lawrence named executive vice president. Peterson at 44 
becomes the youngest large metropolitan bank president in 
Texas. 


FORT WORTH—H. T. Webster and John L. Beck elected 
trust officers at First NATIONAL BANK, and B. J. Crow, 
asst. cashier and asst. trust officer. 


HOUSTON—Hovuston BANK & Trust Co. elected O. R. 
Weyrich as board chairman, Charles L. Bybee as president, 
and Ross P. Bennett as executive vice president. Weyrich 
has been president since 1944 and celebrates his 58rd year 
at the Bank this month; Bybee joined the Bank in 1921 
and is a national director of the American Heart Association. 
Bennett joined the bank in 1928, is a member of the Texas 
State Bar, and has heretofore been vice president and trust 
officer in charge of the trust department. Kermit E. Hundley 
and Samuel C. Bonnett, trust officers, advanced to vice presi- 
dents. 


HOUSTON—Dillon Anderson, former special assistant to 
President Eisenhower for national security affairs, elected 
chairman of TEXAS NATIONAL BANK, succeeding James A. 
Baker, Jr., who will continue as chairman of the executive 
committee, 
VIRGINIA 

RICHMOND—J. Harvie Wilkinson, Jr., elected president of 
STATE-PLANTERS BANK OF COMMERCE & TRUSTS, succeeding 
Harry H. Augustine, now board chairmman. Wilfred A. 
Roper moved to board vice chairman and executive com- 
mittee chairman. Randolph B. Cardozo advanced to trust 
officer; Claude D. Edwards to asst. vice president. Augus- 
tine, in his 50th year as a banker, has been president of 
State-Planters since 1941. Wilkinson, graduate of U. of 
Virginia and of Graduate School of Rutgers U., is author 
of the book on Investment Policies for Commercial Banks 
(Harper Brothers), and is trustee for the Church Schools 
of Virginia, Hollins Colloge, and U. of Virginia Graduate 
School of Business Administration. Cardozo holds a B.S. 
Degree from U. of Virginia; Edwards, who has been with 
the Bank since 1921, was made asst. trust officer in 1951. 
WILLIAMSBURG—C. Robert Modys promoted to trust offi- 


cer at PENINSULA BANK & Trust Co., advancing from secre- 
tary and asst. trust officer. 


WASHINGTON 


SEATTLE—Henry Hendricks retired as vice president in 
charge of trust new business, at NATIONAL BANK OF CoM- 
MERCE, but will have a desk at the Central branch in Seattle 





J. H. WILKINSON 
Richmond 


R. B. CARDOZO 
Richmond 


CLAUDE D. EDWARDS 
Richmond 
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at Westlake and Oilve Way, where he will be available to 
counsel with trust customers in the uptown area. Hendricks 
joined the predecessor bank in 1922, and in 1932 transferred 
to the trust department to head its new business develop- 
ment. Roy M. Adams elected a trust officer in the main office. 


CANADA 


TORONTO—CANADA PERMANENT TRUST Co. made _ these 
changes: Brantford (Ont.)—T. N. Strong, trust officer, ap- 
pointed assistant manager; Toronto—J. W. Millar, trust 
officer and assistant manager, appointed manager; J. D. 
Hepburn, estates officer, made assistant manager in charge 
of personnel and office administration; Berkeley Hynes, 
estates officer, made assistant manager in charge of estates 
and trusts department. 


MONTREAL & TORONTO—Frank W. Cline, formerly of 
Dominion Mortgage & Investments Association, appointed 
a trust officer of MONTRAL TRUST Co., Toronto. At the 
Montreal office, W. D. Walker, assistant manager of transfer 
department, appointed manager succeeding the late Arthur 
Pennington; J. J. Davidson, trust officer, advanced to as- 
sistant manager of management division, personal trust; 
R. R. Ball, J. W. Bulger, D. R. Kester and P. J. Renaud 
appointed asst. trust officers, estates and trusts division. 


TORONTO—Appointments were made at TORONTO GENERAL 
Trusts Corp.: Frederick A. Wansbrough, Winnipig man- 
ager, appointed asst. general manager at Toronto head of- 
fice; C. R. Wilson, assistant manager and secretary at 
Montreal, made manager at Winnipeg; E. H. Smith, as- 
sistant manager and secretary, Saskatoon, transferred to 
Montreal with the same title; and H. M. Brown, trust officer 
at Vancouver, made secretary at Saskatoon. 





PORTION OF NEW TRUST DEPARTMENT QUARTERS AT 
THIRD NATIONAL BANK IN NASHVILLE 


The Department has experienced extensive growth in volume 
which has accelerated the necessity for more space. The new 
quarters cover 8500 square feet on the twelfth floor of the main 
office building. Five private offices, each appropriately appointed 
and panelled in its individual style, open onto a beautiful trust 
room, done in pastel beige and green wall tones, where the 
associate staff members and secretaries are seated. The floor 
features also a panelled library, a separate space for bookkeeping 
operations and records vault. 

The entire floor is a unique blend of contemporary and 
traditional styles, with 18th century desks and traditional prints 
which adorn the walls. Light is furnished by indirect fluorescent 
and incandescent lighting and three chandeliers. Panelling in 
mahogany and oak is supplied generously throughout. 

The balance of the twelfth floor is occupied by a new direc- 
tors room and four executive offices plus two small dining rooms 
and a completely equipped kitchen for the entertainment of 
visitors and guests. 
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| tpLovwent EXCHANGE 


Individuals seeking positions in trust 
departments may have free listing 
herein (maximum six lines). Re- 
spondents should address corre- 
spondence to Code number shown, 
care of “Trusts and Estates,” 50 E. 
42nd St., New York 17, for forward- 
ing to applicant. 


Asst. Trust Officer, LL.B., 33, with 8 


PENSION & PROFIT SHARING 
ADMINISTRATOR 


Large Trust Department in Middlewest 
requires an Administrator for Pension & 
Profit Sharing Department. Prefer law 
trained man familiar with Pension Law 
and Regulations. 





Box H-82-3, Trusts and Estates 
50 East 42nd St., New York 17 








TRUST OFFICER 


Excellent opportunity for capable, able 
young man with some Trust experience, 
good educational background, including 
accounting and some knowledge of law, 
for Trust work in growing Trust Depart- 
ment. Salary commensurate with experi- 
ence, ability and initiative. 


Inquiry confidential, give age, resume of 
education, banking and business experi- 
ence, family and approximate required 
salary range. 

Write J. E. Meyers, Senior Vice President 
and Trust Officer, United States National 
Bank, Galveston, Teaxs. 








years trust department experience in 
taxes, estate and trust administration, 
seeks similar position with progressive 
Trust Department, preferably in West 
Coast or Rocky Mountain area. 82-5 


Man under 40, with 15 years experi- 
ence in trust administration, accounting 
(IBM), and operations, seeks broader op- 
portunity and responsibility in trust 
operations. 82-6 


Attorney, age 34, 10 years probate and 
real estate experience. Presently as- 
sistant trust officer in 20 million bank. 
Desires Florida bank affiliation. 81-1 


Experienced trustman, age 57, legal 
background, thoroughly competent in all 
phases of trust and banking functions. 
81-3 


Attorney, age 30, six years trust ex- 
perience with extensive probate and trust 
administration background in a large 
Mid-West Trust Department, seeks posi- 
tion as trust officer in a bank offering 
opportunity. 81-4 


C.P.A., executive assistant to leading 
businessman. Experienced in trusts, es- 


tates, wills and all business matters. 
Seeks position as assistant to individual 
or firm active in trusts and estates. 81-5 


Attorney, trustman, age 32, with 2% 
years experience in administration, taxes 
and customer contacts, desires connec- 
tion with southern bank. 81-6 


A AA 


AUSTRALIAN TRUSTEE COMPANY 
REPORTS RECORD 


New business for Executor Trustee & 
Agency Co. of South Australia for the 
fiscal year ended September 30, 1957, 
was an all-time record of £3,897,833 ac- 
cording to a recently received report. 
New appointments under wills were the 
highest of any year, a large proportion 
of these being received from beneficiaries 
of estates administered by the Company. 
Gross revenue was £169,690 compared 
to £162,605 the previous year, and net 
surplus was £13,452, an increase of 
£583 for the year. 

Trust funds under administration at 
June 30th were £21,996,759 a net in- 
crease in twelve months of £1,807,210. 





ADVERTISING 
MAN 


Connecticut bank wants a man under 35 
to take charge of Advertising and work 
into. Business Development. Banking ex- 
perience not necessary. 


Box H-82-4, Trusts and Estates 
50 East 42nd St., New York 17 








NEW BUSINESS 
MAN 


Trust department in Southern New Eng- 
land ($100,000,000 assets) seeks a man to 
take charge of Business Development and 
Estate Planning. 


Box H-82-1, Trusts and Estates 
50 East 42nd St., New York 17 
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Change of Name, Mergers 
& New Trust Powers 


Los Angeles, Cal. — UNION BANK & 
Trust Co. shortened its name to UNION 
BANK. 


New Haven, Conn. — Stockholders of 
UNION & NEW HAVEN TRUST Co. and 
ANSONIA NATIONAL BANK approved mer- 
ger effective February 10th. The Ansonia 
will become a branch of UNION & NEW 
HAVEN, with Irving E. Lindholm, now 


vice president and trust officer, in 
charge. 
Wilmington, Del. — EQUITABLE SE- 


CURITY TRUST Co. has not as yet obtained 
permission to change its name to BANK 
oF DELAWARE, as previously reported in 
January issue (p. 68). 


Elgin, Ill. — New trust powers were 
granted to ELGIN NATIONAL BANK under 
the Federal Reserve Act. 


Harrodsburg, Ky. — MERCER COUNTY 
NATIONAL BANK has been granted trust 
powers under the Federal Reserve Act. 


Springfield, Mass. — UNION TRUST Co. 
and SPRINGFIELD NATIONAL BANK ‘merged 
January 17 to become VALLEY BANK & 
Trust Co. In the trust department, 
Grosvenor Bemis and Cahill A. Tolman 
are vice presidents and trust officers; 
Robert A. Adolphson and Earie F. 
Robins, trust officers. 


Reading, Pa. — The proposed merger 
of FIRST NATIONAL BANK of Leesport 
and BEEKS COUNTY TRUST Co. has been 
called off. (cf. 1/58 p. 68). 

Pittsburgh, Pa. — Under charter and 
title of MELLON NATIONAL BANK & 
Trust Co., Pittsburgh, merger was effect- 
ed with WooDLAWN TRUST Co. of Ali- 
quippa, the latter becoming a branch 
office. 

Baraboo, Wis. — First NATIONAL 
BANK has changed its name to FIRST 
NATIONAL BANK & TRUST Co. 

Lethbridge, Alberta, Can. — BRITISH 
CANADIAN TRUST Co. opened a branch in 
Medicine Hat in January with complete 
trust facilities, under management of R. 
H. Robinson. 


Quebec, Can. — GUARANTY TRUST Co. 
opened a branch office at Hull, with trust 
services. Philippe Crevier, formerly of 
the Ottawa office, is manager. 


Fiduciaries Elect 
Associated Trust Companies of Central 
California: 

President: Wil- 
liam E. Whisten, 
assistant trust offi- 
cer and assistant 
secretary, Bank of 





California, San 
Francisco 

Vice Pres.: Ed- 
win McInnis, vice 


president, Bank of 

America 
Sec.-Treas.: Woodrow Denney, trust 

officer, First Western Bank & Trust Co. 


Corporate Fiduciaries Association of 
New York City: (re-elected) 

President: Robert 
A. Jones, vice presi- 
dent, Guaranty 
Trust Co. 

Vice President: 
George C. Barclay, 
vice president, City 
Bank Farmers 
Trust Co. 

Sec.-Treas.: Ken- 
neth Hackler, trust 
officer, City Bank Farmers Trust Co. 
Trust Division, New York State Bankers 
Association: 


Wo. E. WHISTEN 





KKUBEKT A. JONES 


Committee Chairmen: 

Business Development: John M. Grot- 
heer, assistant vice president, Chase 
Manhattan Bank 

Common Trust Funds: Alfred T. Al- 
lin, vice president, Bank of New York 

Public Education: William T. Haynes, 
vice president, Marine Trust Co. of 
Western New York, Buffalo 

Promoting Relations with Bar: Robert 
M. Lovell, senior vice president, The 
Hanover Bank, New York 

Tri-State: Robert A. Jones, vice presi- 
dent, Guaranty Trust Co. 

Trust Operations: Russell H. Johnson, 
vice president, United States Trust Co. 
Trust & Estate Law: Elmer L, Fingar, 
vice president and trust officer, National 
Bank of Westchester, White Plains 








When You Need a Fiduciary 
in Washington State... 


Trust Department 


NATIONAL BANK OF COMMERCE 
OF SEATTLE 
BE ANCHES THROUGH WASHINGTON x One of the oldest and largest 


Mc nber Federal Deposit Insurance Corporation 


FesRuaRY 1958 


Trust Departments in the 
Pacific Northwest. 


2nd Avenue at Spring St. Seattle 


Handling Business in Trust: Charles 
F. Seuffert, vice president and trust offi- 
cer, Genesee Valley Union Trust Co. 
Rochester 

Trust Investment: Alfred H. Hauser, 
vice president, Chemical Corn Exchange 
Bank 

Employee’s Benefit Fund: William F., 
Lackman, vice president, Guaranty Trust 
Co. 


Trust Operations Officers’ Association of 
Philadelphia: 


President: Albert G. Kay, assistant 
trust officer, Philadelphia National Bank 
Vice Pres.: William T. Patterson, 


trust operations officer, Equitable Se- 
curity Trust Co. 
Sec.-Treas.: Paul A. Carr, assistant 


vice president, Girard Trust Corn Ex- 
change Bank. 


A A A 


IN MEMORIAM 


EpWARD B. Gay, trust officer of 
FULTON NATIONAL BANK, Atlanta. 

WALTER W. GICHAN, trust officer of 
CITIZENS TRUST Co., Providence. 

Mrs. W. Mary MAZE, trust officer of 
MUTUAL NATIONAL BANK, Chicago. 

; ij b & 

@ The New York Stock Transfer Asso- 
ciation has renamed Joseph E. Williams, 
vice president of The Chase Manhattan 
Bank, as Chairman and John C. Ban- 
croft, assistant vice president, The Bank 
of New York, as Treasurer. 








Make It A Point 


To Talk with First and Merchants 
FIRST. 


No matter what you may need in 
the way of Trust and Banking 


service in this area, FIRST and 
MERCHANTS is the logical place 
to find it. 


We have spent 90-odd years learn- 
ing about Virginia and Virginia 
people. 


Take advantage of our accumu- 
lated knowledge and experience. 
Talk first with 


First» MERCHANTS 


NATIONAL BANK OF RICHMOND 
Member Federal Deposit Insurance Corp. 
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PENSION AND PROFIT SHARING FOR BANKS 


Experience of Various Sized Institutions 


ROBERT S. SWAIM 


Vice President, The First National Bank of Chicago 


HE FEDERAL RESERVE BANK OF 

Chicago recently prepared a survey 
of the fringe benefits provided by banks 
in our Seventh Federal Reserve District. 
which shows that while almost 100% 
of the larger banks (deposits of $50 
million or more) have pension plans. the 
number drops abruptly at the other 
end of the scale, and only 8% of the 
banks with less than $214 million of de- 
posits have any retirement provisions 
at all for their employees. 

The figures also show that while the 
percentage of plans financed by some 
form of insurance remains fairly con- 
stant regardless of the size of the bank, 
the use of self-insured funding proce- 
dures increases from almost none at all 
among the smaller banks to a fairly 
common, but still not universal, prac- 
tice among larger banks; and in that 
same connection the relative cost of re- 
tirement benefits is highest among the 
banks with relatively few employees and 
lower as the size of the bank increases. 


How Smaller Banks Meet the Cost 


The absence of plans, as shown by 
the study, is not because of lack of in- 
terest. Cost is the almost universal 
answer. In a smaller community the 
problem of attracting and holding com- 
petent personnel may be even more acute 
for a bank than it would be for a 
manufacturer whose product is not 
locally distributed and whose customers 
are not particularly interested in his 
personnel practices. Many banks feel 
that local sentiment will force them to 
keep some old employees on the payroll 
long past the time that they are produc- 
tive just because they couldn’t afford to 
retire. If that is true, then they may be 
underwriting the cost of a retirement 
plan in the most expensive manner there 
is without anticipating its cost and with- 
out getting their full share of benefits 
from it. 

The possibility that some or all’ em- 
ployees may live longer than an actuary 
thinks they should involves an element 


Before Conference of Bank Correspondents, 
First National Bank of Chicago, December 1957. 
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of risk in a smaller group which does 
not exist to the same relative degree in 
a large group, and the practical solution 
lies in re-insuring this age risk with an 
insurance company which can spread 
that risk over its thousands of policy 
holders and, therefore, charge a_pre- 
mium rate based on their over-all ex- 
perience and cost of doing business. The 
most common form for very small 
groups involves the purchase of a sep- 
arate insurance policy for each qualified 
employee. The cost of this frequently is 
high, particularly for the older people 
on the staff when the plan is installed, 
but you may find that you are actually 
incurring that cost, or the risk of an 
even greater one, in your informal per- 
sonnel policies without realizing it. 

Most State Bankers’ Associations have 
arrangements for making a form of 
group policy coverage available for the 
pension plans of their members who are 
willing to adopt retirement provisions 
that will meet the restrictions of the 
association’s uniform pattern. These 
group programs are usually less costly 
than individual policies and normally 
eliminate, or reduce considerably, death 
benefits before retirement. 

A third alternative that works for a 
small group of lives as well as for a 
larger one, and that does not involve 
the use of insurance contracts, is a 
profit sharing plan. 


Experience of Larger Banks 


As we move up into the larger-sized 
banks, two things happen. First, this 
risk of an adverse mortality experience 
becomes tempered; and second, other 
funding possibilities are created. Insur- 
ance companies will sell their group 
form of policy, which is written on a 
wholesale basis, when the number of 
lives reaches a certain figure. This mini- 
mum number varies but it is usually 
available for a group of 40 or more, or 
even less in some jurisdictions. 

Self-funding a retirement program 
through the use of trust reserves has 
been practiced by large employers for 
many years. We have used it in our 


own Bank plan since it was installed in 
1899. Its use is spreading and is no 
longer being limited to extremely large 
groups. Self-funding, where appropriate. 
is one of the most valuable alternatives 
of a pension plan, and is particularly 
pertinent to bankers. Its justification for 
use depends more on a basic philosophy 
as to the purpose of pension trust re- 


serves than on the number of lives in- 
volved. 

The Federal Reserve Bank survey 
shows that 10% of all the bank plans 


in this district are financed on a pay- 
as-you-go basis and that generally means 
no reserve or advance funding is used. 
Suppose that instead of relying on his 
current cash position to meet the bank’s 
outgo each month, it decides to create 
internal reserves on the books in an 
amount that it is assumed will come 
close to meeting the total pension cost. 
Whether or not the reserves are actually 
adequate is not too important because 
the bank is still in a better position than 
without them, and the margin of risk 
is narrowed down to a fraction of total 
cost. Also, while a man may die un- 
expectedly, he doesn’t grow old un- 
expectedly, and unless the plan includes 
death benefits as such, an increasing 
average age experience can be seen as 
it develops, and current adjustments can 
be made in these reserves. 

If that employer, in place of creating 
internal reserves from which he gets no 
tax advantages, decides to accumulate 
those reserves in a qualified tax-exempt 
trust, his contributions are deductible. 
within statutory limits, in the years in 
which he pays them into the trust and 
the investment income of the trust ac- 
cumulates tax free. 

If an employer approaches a self- 
funded trusteed method of financing 
pension benefits, not as a means of buy- 
ing future pension dollars but as re- 
serves against his ultimate pension cos's, 
realizing that this advance funding is 
only an estimate of what the final co 
will be, and if he is willing to adj: 
those reserves in the future by larger 
or smaller deposits as future needs ¢ c- 
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I tate, and if the death benefits, if any, 
payable from the plan are not in excess 
of each employee’s accumulated reserves, 
then the number of lives involved in a 
retirement plan is of much less sig- 
nificance than some people believe, and 
a self-insured trusteed type of plan with 
all of its other advantages becomes prac- 
tical for a relatively small group of even 
50 or 60 lives. Actually, this risk of 
meeting a call for additional deposits 
also appears in nearly all forms of group 
insurance contract funding where the in- 
surance company retains the right to 
change its premium rates from time to 
f time. 

Trust funding pension reserves is 





BOX SCORE ON $100 ANNUAL 
ACCUMULATION* 


(Based on gross investment return of 5%) 














Year (1) (2) (3) 
Ist $ 100.00 $ 75.00 $ 50.00 
Int. 5.00 2.81 1.25 
2nd 100.00 75.00 50.00 
205.00 152.81 101.25 
Int. 10.25 SY fs 2.53 
3rd 100.00 75.00 50.00 
315.25 233.54 153.78 
Int. 15.76 8.75 3.84 
{th 100.00 75.00 50.00 
431.01 317.30 207.62 
Int. 21.90 11.90 5.19 
; 5th 100.00 75.00 50.00 
552.56 404.20 262.81 
10th LZot.16 890.08 560.16 
115th 2,157.85 1,474.17 896.59 
120th _.... 3,306.59 2,176.30 1277.23 
} | *Column (1) assumes no federal income tax. 
iColumn (2) assumes 25% federal income tax. 


iColumn (3) assumes 50% federal income tax. 
| : . . 
| Both columns (2) and (3) reflect reduction in 
net accumulation after tax as well as in return. 








popular for several reasons. First. a 
much better investment return is usually 
possible from an investment portfolio 
that you, as a trustee, control than is 
available from an insurance company’s 
statutory investments. Actuaries tell us 
that the compounded accumulation of 
even an additional 4% of 1% per year 
from invested reserves can reduce the 
cost of a typical pension plan, or in- 
crease benefits by as much as 1214% 
to 15%. 

Second, the excess funding that is pro- 
duced by a better yield than the actuary 
has issumed in his calculations and capi- 
tal eppreciation in an investment port- 
folic are practically the only hedges 
against the pension increases that come 
fron. reduced purchasing power of pen- 
sion dollars. 

M st forms of insured funding involve 
a fixed annual premium commitment 
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Before the Board... Your Small Trust! 


HOW MUCH ARE YOU WORTH? Have you added it 
up lately? It may be considerably more than you think... 


Even if the size of your estate seems small, the chances 
are good that it needs Trust service. 


Now—with a new service from Bank of America — for 
funds starting as low as $5,000, you can establish a Small 
Trust for your wife, for the education of your children, 
parents, friends or for your favorite charity. 


Under this new arrangement a Small Trust receives all 
the specialized service and benefits previously restricted 
by operational costs to much larger trusts. 


Learn what an invaluable part a Small Trust can play 
in the management and disposition of your over-all estate! 
Our Trust Officers will be happy to furnish you with com- 
plete information. Why not make an appointment at your 
local Bank of America Branch today? 


Bank of America 


NATIONAL 28YSTAN2 ASSOCIATION 
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which must be met every year regardless 
of the current earnings position of the 
employer. Under our tax laws, there is 
a very wide spread between the mini- 
mum and maximum deposits that can be 
made in any year to a trust-funded type 
of plan so that it is possible to key the 
deposits to these plans to a large extent 
to the current earnings position of the 
employer. This ability to control the 
annual cash flow into the plan can be 
of even more importance to an employer 
during bad years than the ultimate 
difference in cost. 

By no means the least advantage of a 
self-insured trust form of funding is the 
ease with which changes can be made 
from time to time to meet new condi- 
tions 

The most noticeable development that 
has occurred in the field of pension plans 
during the last few years is this in- 
creased use of trusts as a funding 
medium, both by new plans, and by 
changing from insured funding under 
older plans. 

Many times relatively low levels, or 
maximum benefits, were established 
when the plan was installed to hold 
down initial costs that came from the 
advanced age and accumulated past 
service of the original participants. As 
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that initial cost becomes paid off, or can 
be Spread over a longer period of time 
by changing the funding medium, it is 
well to review the whole benefit struc- 
ture in the light of current needs. The 
benefit of most pension planners, includ- 
ing Social Security, is considered to be 
in the area of from 40 to 60% of final 
compensation.."From the employee’s 
point of view, not only is‘ the profit 
sharing approach attractive» because of 
his ability to share‘in bank earnings 
but by setting the plan up on a deferred 
distribution basis qualified under the 
tax law, his share of those contributions 
is not includible in his income until 
the funds are finally distributed to him 
by which time he is usually in a much 
lower tax bracket. 

A chart* compares the growth poten- 
tial of $100 a year paid to a person in 
a 25% income tax bracket, as against 
the same amount paid each year into one 
of these exempt trusts for his benefit. 
First, since the $100 cash payment would 
be subject to income taxes, the employee 
would only have $75 of that left each 
year to invest, while the trust would 
keep the full $100 for investment. As- 
suming a 5% gross investment return 
in each case, the employee would net 
only 334% after taxes, while the trust 
would net the full 5%. Compounding on 
this basis with an assumed additional 
payment by the bank of $100 each year 
over a 20-year period, the employee 
would have accumulated a total of 
$2,176 as against a trust fund balance 
of $3,306—a very substantial improve- 
ment. If the employee had been in a 
50% tax bracket all these years, his own 
investment retained from outright pay- 
ments would be worth only $1,277 com- 
pared to the same $3,306 trust balance. 

While profit sharing plans have been 
used in many cases for retirement pur- 
poses, they are not always a complete 
answer to that problem. It is impossible 
for profit sharing alone to accumulate 
an adequate retirement benefit for a 
person who has only a few years left to 
share in the bank’s earnings. Even for a 
younger person, the promise of a share 
of future bank profits may not offer the 
same sense of security that the promise 
of a pension benefit does. In many other 
cases they are used in conjunction with 
pension plans as a means of increasing 
ultimate retirement benefits without as- 
suming additional fixed annual cost 
commitments, while still others use them 
as a substitute for cash bonuses that 
have demonstrated very little lasting 
benefits. 


*See page 161. 


There is little doubt that whatever 
their basic purpose, the incentive featur: 
is a valuable asset, and Treasury Di 
partment records indicate that well ove 
40% of all plans being approved toda, 
are of the profit sharing type. They are » 
very valuable means of improving per- 
sonnel relations. 

My final comment is this. The applica- 
tion of a pension or profit sharing plan 
to any business, bank or otherwise, is a 
very personal and individual matter. |t 
doesn’t lend itself to much generaliza- 


tion. 
A A A 


Management Support Basic 
to Trust Profits 


A trust department with adequate staff 
and equipment can be an important 
earner for the bank. The extent to which 
this is accomplished may be in direct 
proportion to the cooperation the trust 
department receives from top manage- 
ment, Sam M. Fleming, president, Third 


National Bank, Nashville, stated in The | 


American Banker for January 21. 











In support of his statement, Mr. Flem.- | 
ing pointed out that the complexities of | 
handling estates and trusts are turning | 
more and more people to seek trust de- | 


partment services. These services are be- | 


ing expanded, and pension funds and 
other corporate trust functions are pro- 
viding additional revenue. Cost analysis 
and the necessity of a fair return are re- 


ceiving more attention, as unprofitable | 


accounts are kept to a minimum. Com- 
petition is on a higher plane with the 
profit angle in mind. 

Liaison between banking and trust de- 
partments can be a two-way street with 
the contacts trust officers have with 
lawyers, accountants, brokers and life 
underwriters generating important busi- 
ness for all divisions of the bank. More- 
over, the customer’s attitude toward the 
bank is strengthened whenever the bank 
is named in a fiduciary capacity. 

The full potential of a trust operation 
cannot be realized, Mr. Fleming said, 
unless senior bank management gives 


. . . ' 
real cooperation. This includes a budget 


that will provide experienced and cap- 
able specialists, adequate and dignified 
quarters and a broad program of pro- 
motion. 

This article was part of the newspa- 
per’s recently inaugurated periodic feat- 
ure “Trust and Estate Planning Desk.” 


A A A 


@ Theodore Fischer, associate editor of 


Banking magazine, has been appointed © 


assistant director of the news bureau of 
the American Bankers Association. 
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| TRUST REPORTS 


-. & (Continued from page 104) 

re Established Common Trust Fund “B,” 

ay a fixed income fund supplementing Fund 

2 4 “A” which is an equity fund... Ap- 

ey. | pointed a full-time trust new business 
solicitor . . . satisfactory progress in all 


phases of activity. 


‘ei United States National Bank, Denver 


lan 


sa Prospects for continued growth par- 
it | ticularly true of investment management 
ea: ... Common Trust Fund has increasing 


number of modest trust accounts ... 
Department handled an increased volume 
of estates, trusts and collateral trust 
! business and showed satisfactory gain in 


income. 

City Trust Co., Bridgeport 
tafl Both personal and corporate business 
vas gained substantially . . . Book value of 
‘ich F) assets increased 9% . Market value 
rect of department portfolio (exclusive of 
rust custodian accounts) in excess of $550,- 
ige- | 000,000 . . . trust officers in all branch 
1ird | offices . . . activities expanded in munici- 
The} pal finance field ... Common Trust Fund 

continues to grow ($24,405,219). 
a Connecticut Bank & Trust Co., 
— Hartford 


ling Steady growth ... more than 3,500 
de- accounts ... assets at book value of more 
than $510,000,000 . . . satisfactory profit 
... Pension and profit sharing division 
shows increase stimulated by common 
trust funds established for employee 
benefit plans . . . The bank’s name now 
appears in some capacity on bond issues 
of 70 Connecticut municipalities 
service to customers has been greatly 
the facilitated by installation of an elec- 
tronic computer ... a new trust depart- 
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t de-| | Ment was established at the West Hart- 
with |, ford Center Office. 
wiih Hartford National Bank & Trust Co. 
life Continued interest in estate planning 
busi- | . increased number of wills filed... 
hore: | gross income increased from $81,617 to 
1 the | $113,085. 
bank New Britain (Conn.) National Bank 
ation | 
said, 
gives | 
udget | 
cap- 
nified 
_~ipro- 
wspa- | 
- feat: | 
sk.” | 
tor of Trust Department growth at First New 
ointed Haven National Bank 
au of | (combined figures of First National Bank & 
Trust Co. and New Haven Bank N.B.A., 
; which consolidated in 1957) 
TATES § 





s FeERuary 1958 





COMMON TRUST FUND A 
IARLIONS 
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Baar | 
1949 1930 1951 


United States National Bank, Denver 





New business and earnings established 
all-time highs . .. Personal trust division 
assets increased $7,248,000 to $135,731,- 
000 (book value) ... Gross earnings in- 
creased $53,523 to $576,067 Net 
earnings increased $14,351 to $153,232 

. Smaller trust accounts have bene- 
fitted particularly from the broader in- 
vestment diversification made possible to 
them by the operation of our Common 
Trust Fund, the first in New Haven. 
Placed in operation in 1947 with 23 
trusts and evaluation of $224,000, the 
fund now comprises 199 trusts, with an 
aggregate well in excess of $5,500,000 

The advantages of the Common 
Trust Fund principle as a sound and 
desirable medium for investment have 
been increasingly recognized through 
popular acceptance, and approval by the 

Governmental authorities. 
First New Haven National Bank 


Assets rose from $146,693,156 to an 
all time high of $159,609,008. Trust de- 
partment fees increased $72,781 to 
$608,330, also an all-time high. 

Union & New Haven Trust Co. 


An increasingly important contributor 
to the bank’s gross earnings is the trust 
department . Most successful year 
... Total assets reached a new high with 
greatest growth in trustee and agent 
accounts . . . Gross as well as net in- 
come showed a very satisfactory increase 
. . . During the past four years, gross 
income has more than doubled and net 
income has increased four-fold. 

First-Stamford National 
Bank & Trust Co. 


Continued growth ... gain in demand 
for investment advisory agency services. 
Torrington (Conn.) National 

Bank & Trust Co. 


Satisfactory progress . 

highest on record... 

of new business. 
Bristol (Conn.) Bank & Trust Co. 


income the 
. substantial amount 


Earnings same as previous year... 
Volume continued to increase. 
Wilmington (Del.) Trust Co. 


Personal trust assets (securities at 
market, real estate at assesed value) in- 
creased 5.4% to $390,000,000 . . . Gross 
earnings rose $101,718 to $887,674 ... 
Estate planning has contributed to large 


number of new wills, estate accounts, 
and a steady increase in pension and 
profit sharing, life insurance and living 
trusts, investment management and cus- 
todian accounts . . . Concluding its 8th 
year, the Common Trust Fund was val- 
ued at $9,970,343 with 348 participat- 

ing trusts. 
American Security & Trust Co., 
Washington, D. C. 


Substantial growth Assets in- 
creased $14,288,889 to total of $272,- 
383,401 at carrying values. 

Riggs National Bank, Washington, D.C. 


A steadily growing number of cus- 
tomers ... The remarkable expansion of 
pension funds in the metropolitan area 
led to establishment of a pension trust 
division . . . The Common Trust Fund 
now has 110 participants and in excess 
of $2,800,000 in assets . . . Estate plan- 
ning and will review continue to be 
stressed . . . Agency and custodial ser- 
vices have shown a pronounced growth, 
most individuals including investment 
supervision. 

Union Trust Co., Washington, D. C. 


Another ‘year of profitable operation 
. . . Income increased. 
Florida National Bank, Jacksonville 


Continued growth. Income 
from $107,322 to $132,585. 
First National Bank, Orlando, Fla. 


(To be continued) 


increased 












Ancillary 


Administration 


on Florida’s 
West Coast 





BANK of DUNEDIN 


DUNEDIN, FLORIDA 
Member Federal Deposit Insurance Corporation 


163 








Keiter Reports on 
New York Trust Activities 


The Trust Division of the New York 
State Bankers Association is again re- 
viewing the investment situation to de- 
termine whether the application of the 
Prudent Man Rule should be further 
broadened, Ernest R. Keiter, chairman 
of the Division and vice president, Chase 
Manhattan Bank, reported to the Asso- 
ciation at its January 20 meeting in New 
York City. The Division had previously 
sponsored legislation, enacted in 1951, 
authorizing trustees who were restricted 
to legal investments to invest in securi- 
ties other than those on the legal list 
(and thus in common stocks) to the ex- 
tent of 35% of the trust portfolio. The 
Trust Investment Committee is reviewing 
the trend of legislation in other states, 
the changing investment philosophy of 
the great endowment funds and the ad- 
vantages enjoyed by discretionary over 
legal trust funds, 

On May | (close of the third fiscal 
year) the Bank Fiduciary Fund will have 
10 participating bank stockholders, Mr. 
Keiter said. Its investment portfolio, lim- 
ited to legal investments, includes com- 
mon stocks within the 35‘% limitation 
and has a current value in excess of 
$4,800,000. Asset value per share is still 
a fraction above par. 

The fifth Trust New Business School 
will be held during the week of June 
2nd in Vanderbilt Hall at New York 
University. One new course will be of- 
fered this year — a two-hour seminar on 
“Skills in Consultation” — of particular 
advantage to members of a bank’s ad- 
ministrative staff. 

Initial reports on the showing of the 
trust film “So Little for Eve” (T&E Nov. 
°57 p. 1146) have expressed satisfac- 
tion, even enthusiasm. Such criticism as 
has been offered dealt with minor aspects 
or was based on a misconception of its 
limited objectives. Total production costs 
approximated $65,000. Receipts have en- 
abled the Division to pay back to the 
Association the $20,000 advance from 
the latter that got the project under way. 

A new development in the treatment 
of stock distribution by trustees was re- 
ported by Mr. Keiter. “For banks thai 
were engaged in trust business prior to 
May 17, 1926 when Section 17-a of the 
Personal Property Law became effective. 
providing that all stock dividends shall 
be principal, and for all banks which 
have acquired trusts where the-trust- in- 
struments themselves provide that stock 
dividends shall be income, the matter of 
the proper disposition of stock distribu- 
tions has become an acute problem in re- 
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GROWTH OF PENSION, PROFIT SHAR- 

ING, THRIFT AND OTHER EMPLOYEE 

WELFARE FUNDS HELD BY NEW YORK 
BANKS 














1945 





cent years,” Mr. Keiter said. The legal 
situation that developed has been little 
short of chaotic. The courts have pro- 
duced results that appeared to be extra- 
ordinarily inequitable. 

The Executive Committee of the Trust 
Division, on the recommendation of the 
Trust and Estate Law Committee, filed a 
brief as amicus curiae in support of a 
motion for permission to appeal (the 
Fosdick case) to the Court of Appeals. 
This court has announced that ii will re- 
view the case. The decision can be of far- 
reaching importance to the members of 
the Trust Division. 

Both the Trust and Estate Law Com- 
mittee and the Employees Benefit Fund 





COMMON TRUST FUNDS 
Comparative Volume of Asset Composi- 
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of Banks’ Report 


Committee have been trying to deal with 
proposed legislation of a disturbing na 
ture, and the Trust Operations Commit- 
tee is continuing its work on a Trust 
Operations Manual. 


A A A 


New York State Trust Earnings 
Up — Pension Funds Reported 


Trust department earnings in the State 
of New York totaled $109,595,000 in 
1956 compared with $92,640,000 in 1955 
according to the recently released an- 
nual report of Banking Department Sup- 
erintendent George A. Mooney. The 1956 
amount represented 10.7% of total cur- 
rent operating earnings against 11% in 
1955. 

A further breakdown shows that New 
York City trust departments earned 
$103,884,000 in 1956 compared with 
$87,500,000 in 1955, respectively 
12.16% and 12.62% of current operat- 
ing earnings. Comparable figures for 
trust departments outside of New York 
City were $5,711,000 and 3.35‘ for 
1956 and $5,140,000 and 3.47% in 1955. 

One legal common trust fund was es- 
tablished during 1957, bringing the total 
to 19 in actual operation on October 
31, 1957. Discretionary funds remained 
at 18. The asset value of all 37 funds at 
October 31, 1957 was $409 million com- 
pared to $430 million for 36 funds a 
year earlier. In the discretionary group 
equities represented 57% of total com- 
pared with 60% and 59% one and two 
years ago respectively. 

A new set of fiduciary report forms 
and a new examination approach have 
been developed adaptable to present 
needs and flexible enough to meet chang- 
ing conditions as they occur. 

The growth of employee welfare funds 
held by New York banks has been most 
impressive, Mr. Mooney reported. From 
54 funds with an aggregate of $296 mil- 
lion in 1936 they have now grown to 
3,221 funds with assets of almost $9.8 
billion. Since 1952 they have been grow- 
ing at the rate of over $1 billion a year. 
The increase last year was $1.3 billion. 


The funds now held by New York State 


banks constitute approximately 50% of |) 


all such funds in the United States. 
A A A 


@ The staff training program begun last 
year by Montreal Trust Co. on a trial 
basis is being continued in 1958. A fur 
ther series of 18 evening dinner meetinz 
will be held during the winter months. Of 
the younger male staff 35 have been <e- 
lected for the course. 


wm 


TRUSTS AND EsTA‘£S 


Pe (MRE aN 








New 
" 
Flo 
hea 
Tru. 
man 
com 
sing 
poir 
tens 
curl 
but 
sira 
boy 


brow 


esta 
Nat. 
lis.’ 
= 
erty 
prot 
ors 
may 
reas 
ord: 


on % 


ad 

Co.. 
effo 
que: 
esta 
fice 
in tl 
and 
cial 
for 


hon 
adv 
of ( 
whi 
an 


Fe 





gs 
acl 


ate 
in 
9 
an - 
1p- 
56 


pup 
om- 
two 


rms 
ave 
sent 
ing- 


nds 
nost 
rom 
mil- 
1 to 
$9.8 
“OW- 
ear. 
ion. 
‘tate 


5 


. of & 








ON THE PUBLICITY FRONT 


Newspaper Advertising 

“Large Streams from Little Fountains 
Flow” — quoted from David Everett — 
heads an investment ad from Fiduciary 
Trust Co., New York that points out how 
many large and successful industries and 
companies have developed within a 
single generation. The text makes the 
point that “we apply continuing and in- 
tensive research not only to those se- 
curities which appear desirable today, 
but also to those which may prove de- 
sirable for the next generation.” A small 
boy sailing his home-made boat in a 
brook provides apt illustrative material. 

“Ask your attorney about your whole 
estate,” advises an ad from Merchants 
National Bank & Trust Co., Indianapo- 
lis. The text points out that some proper- 
ty — life insurance, jointly owned prop- 
erty, interest in a company pension or 
profit-sharing fund, or a contract to buy 
or sell a business interest, for example 
may pass outside of the will. For this 
reason the reader should “properly co- 
ordinate” with the advice of his attorney 
on all the assets of his estate. 

“They're Counting on You” heads an 
ad from City National Bank & Trust 
Co., Chicago, which recognizes a man’s 





efforts in creating an estate and raises 
questions about what will happen to that 
estate later. It then states that “The of- 
ficers of the Trust Department . . . are 
in the interesting business of helping you 
and your lawyer transform your finan- 
cial achievements into human 
for your heirs and beneficiaries.” 
“Don’t upset your apple cart with a 
home-made will . . . see your attorney” 
advises an ad from State-Planters Bank 
of Commerce & Trusts, Richmond, Va., 
which pictures the apples tumbling from 
an overturned cart. The text explains 


values 








Don’t upset your apple cart 
with a home-made Will 


see your AMorucy... 


State-Planters Bank of Commerce and 
Trusts, Richmond, Va. 
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that will making “is a job for a special- 
ist,” that if a poorly drawn will causes 
litigation, “your assets could be ‘frozen’ 
for months — even years — at a time 
when your family needs them most. . . 
The modest fee your attorney charges 
may be the soundest investment you will 
ever make. . .” 

“Plan now or pay later” observes an 
ad from Huntington National Bank, Co- 
lumbus, Ohio. “An unprotected estate 
can be eroded beyond recognition by 
today’s frighteningly high estate and 
inheritance taxes. The proof is written 
in the records of every Probate Court 
. . . There is only one way to cushion 
against the impact of these taxes — an 
Estate Plan based on a sound Estate An- 
alysis.” 

“Now is always the hardest time to 
invest” comments an ad of United States 
Trust Co., New York. Listing some of the 
major factors that have to be considered, 
the text states that “Investment deci- 
sions are always difficult but always nec- 
essary.” The company’s qualification 
for doing this job “with imagination as 
well as understanding of individual re- 
quirements ... adds immensely to the 
investor's peace of mind and financial 
well-being.” 


Booklets 


“Guys and Dollars” is an attractive 
four page folder on estate planning cir- 
culated by First National Bank, Atlanta. 
It addresses itself to business and pro- 
fessional men “whether you earn $10,000 
a year or $50,000” who have a common 
interest in providing for their families. 
After giving credit to these “wonderful 
guys” for good habits and achievements, 
the folder states that “your way with 
your dollars is an amazing riddle of our 
time. Amazing because more than half 
of you die with no will and leave be- 
hind you families and property with no 
clear-cut plan for relating the needs of 
one to the income-producing cavacity of 
the other.” The rest of the folder dis- 
cusses estate matters. An appointment 
form and stamped and addressed en- 
velope accompany the folder. 

“When your estate is to be adminis- 
tered, where will your executor be?” in- 
quires a leaflet from First Trust Co., St. 
Paul. Possible answers — vacationing, 
sick, traveling, or in the cemetery — 
are offered in picture form and the text 
explains advantages of appointing the 
Company. 

“How to Run An Open House,” pre- 
pared by the Advertising Division, Mel- 





“Large Streams from 
Little Fountains Flow” 


— David Everett 


Fiduciary Trust Co., New York 





lon National Bank & Trust Co., Pitts- 
burgh, is based on practical experience 
and covers all the essentials of this form 
of public relations activity. It discusses 
the occasions, the physical props, the 
deployment of bank personnel, the pub- 
licity and-the timing. There is also a 
check list of things to be done 4, 3, 2 
and 1 week before as well as on the day 
of the Open House. Samples of invita- 
tions are included and an estimated cost 
list of pertinent items. 


Forums 


A series of 21 forums was presented 
throughout Oregon last year by United 
States National Bank, Portland. The con- 
cluding Portland vicinity Estate and 
Trust Forum November 13 was attended 
by 1,000 persons. R. M. Alton, vice presi- 
dent and trust officer, made the opening 
remarks: W. D. Hinson, trust officer. 
talked on “The Scope of Trust Ser- 
vices”; H. E. Butler, trust officer, spoke 
on “Planning Your Estate”; and LeRoy 
B. Staver, trust officer, offered “Sugges- 
tions for your Estate Program.” The 
talks were illustrated with slides. During 
the eight years that Estate and Trust 
Forums have been offered by the bank 
nearly 30,000 persons have attended. 








.. Ath our attorney about 
YOUR WHOLE ESTATE 





Merchants National Bank & Trust Co. 
of Indianapolis 
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ESTATE TAX 


Choice of optional valuation date bind- 
ing on estate. Estate indicated election 
to have assets valued as of one year after 
decedent’s death by answering question 
on estate tax form in affirmative. At- 
torney who prepared return mistakenly 
believed he could use value at date of 
death for property which had appre- 
ciated in value, and optional valuation 
date for assets which had decreased in 
value. Actually, aggregate amount of 
increases exceeded amount of decreases 
by $4,000. Commissioner valued all as- 
sets as of optional valuation date. 

HELD: For Commissioner. Clear indi- 
cation of election was made on return. 
Choice is irrevocable, even though it was 
result of error. L. Rosenfield, Admr. v. 
U.S., D.C. E.D. Pa., Dec. 3, 1957. 


Factors determining transfers in con- 
templation of death. Decedent trans- 
ferred certain realty within three years 
before his death. Jury was instructed 
that transfer is in contemplation of 
death if decedent’s purpose, associated 
with death, enters into and forms sub- 
stantial part of deceased person’s com- 
pelling motives. Factors to be considered 
include age, health, mental condition. Ad- 
ditionally, factors such as decedent’s life- 
time motive, if any, to provide for se- 
curity of children during lifetime so that 
he could enjoy with them their pleasure 
from gifts, history of prior gifts, inten- 
tion to equalize gifts, and other like life- 
time objectives must be weighed. Sea- 
board Citizens National Bank v. U.S., 
D.C. E.D. Va., Sept. 26, 1957. 


Factors to be considered in valuation 
of real property. Estate instituted ac- 
tion for refund of taxes, resulting from 
Commissioner’s increase in value of 
apartment building. To determine fair 
market value, jury was instructed that 
it is price at which seller and buyer, 
neither acting under compulsion, would 
ultimately meet and agree. This defini- 
tion encompasses ordinary circumstances 
and not forced sale or sale to person who 
had to have property. In determining 
such value, factors such as earnings of 
property, replacement costs, location, 
condition and use of property are to be 
considered and weighed. Seaboard Citi- 
zens National Bank v. U.S., supra. 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


Full marital deduction allowed for 
residuary bequest without reduction for 
taxes. Decedent’s residuary estate was 
divided equally between his widow and 
his children. He directed that taxes be 
paid out of residuary estate, and not 
from any specific legacies or bequests. 
Commissioner contended that amount of 
marital deduction should be reduced by 
widow’s proportionate share of taxes, in 
computing those taxes. 

HELD: For estate. Proper treatment 
must be determined under local state 
law, here New York. Under New York 
law, in determining marital deduction, 
full marital deduction, before reduction 
by widow’s share of estate taxes, should 
be used in computing amount subject to 
taxation. E. P. Prezzano, Exr. v. U.S., 
D.C. S.D. N. Y., Dee 30, 1957. 


Unenforceable claim not deductible. 
Decedent was to receive her husband’s 
entire estate provided she survived dis- 
tribution of his estate; otherwise, estate 
was to devolve equally among children. 
As executrix of her husband’s estate, she 
made partial distribution to herself. Al- 
though there were no orders of final ap- 
proval, under state law executrix had 
right to make such distributions, and 
further, she could have obtained court 
approval. Estate claimed distribution 
was unlawful, thereby constituting debt 
against wife’s estate. 


HELD: For Commissioner. Failure to 
secure advance court approval affected 
no one’s rights. Distributions were law- 
ful. Estate, therefore, was not liable to 
other legatees, and amount did not con- 
stitute debt. P. S. Howells, Exr. v. Fox, 
10th Cir., Dec. 19, 1957. 


Valuation of partially assigned note 
worth less than face value. Decedent had 
assigned to each of her children undi- 
vided interest to extent of $20,000 of 
principal and interest of certain note. 
At time of death, note was not worth 
its face value. Estate deducted full 
amounts from appraised value of note in 
determining value of interest retained 
by decedent. Commissioner allowed only 
reduction in amount equal to percentage 
which assignment bore to face value of 
note. 

HELD: For Commissioner. Inasmuch 
as decedent assigned undivided interest 
in note, in effect, each assignee received 


interest in whole of note in proportion of 
stated sum to face amount of note, and 
not guaranteed sum. P. S. Howells, Exr. 
v. Fox, supra. 


Power to appoint to estate required to 
qualify for marital deduction. Decedent 
bequeathed one-half of his estate in trust, 
providing for income to his wife for 
life, and giving her power to dispose of 
corpus by appointing it in her will. In 
event of failure to exercise power, corpus 
was to devolve to daughter free of trust. 
Under local state law, such power did 
not include power to appoint to her 
estate, to herself, or for payment for 
her own debts. Commissioner disallowed 
marital deduction for value of trust. 

HELD: For Commissioner. To qualify 
for marital deduction under section 
812(c) (1) (F) of 1939 Code (2056 (b) (5) 
of 1954 Code) power of appointment 
must include power to appoint to estate. 
Est. of W. C. Allen, Exrs., 29 T.C. 
No. 52, Dec. 19, 1957. 


Interest on refunds under Technical 
Changes Act of 1949. Under Technical 
Changes Act of 1949, Congress provided 
for refunds, under certain conditions, of 
estate taxes paid upon transfers taking 
effect at death. Act further provided that 
no interest was to be paid on refunds 
obtained under its provisions. 1939 Code, 
in effect at time, and Judicial Code of 
1948, however, provided that interest 
was to be allowed on any refund of any 
internal revenue tax. Taxpayer, having 
received judgment under Act, claimed 
interest on ground that Technical 
Changes Act applied to administrative 
refunds and not to judgments, which 
are covered by Judicial Code. 


HELD: For Commissioner. Technical 


Changes Act makes no distinction be- | 


tween administrative refunds and judg- 


ments, but refers to “any” overpayments. | 
Act was relief measure, conferring, in | 


effect, windfall on taxpayers. Congress 
understandably intended no interest on 
any refund, since tax in first instance 
had not been wrongfully collected. Est. 
of C. D. M. Cardeza v. U.S., D.C. E.D. 
Pa., Dec. 24, 1957. 


GIFT TAX 


Trustee liable as transferee for gift 
taxes. Donors established series of trusts 
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trust. Individual taxpayer established 

ical personal trust over which he retained 
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ided sisted of Series E United States savings 
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| for minor children of trustees. Deficiency 


' in gift tax was determined after three 


year statute of limitations had run, thus 
preventing assessment against donors. 
Commissioner asserted transferee lia- 
bility against trustees without allocating 
tax to various trusts. 

HELD: For Commissioner. Each trus- 
tee is liable as transferee to full extent 
of property transferred to him for gift 
tax due on all gifts made by donor dur- 
ing taxable year. This is so notwith- 
standing fact that donors were solvent 
and no effort was made to collect from 
them. Statute of limitations with respect 
to transferees is one year after expira- 
tion of period of limitations against 
donor. F. J. La Fortune v. 
29 T.C. No. 54, Dec. 20, 1957. 


REVENUE RULINGS 


Gift Tax: Value of gift of real proper- 
ty not to be reduced by wife’s inchoate 
right of dower. Taxpayer conveyed par- 
cel of real estate to his two children 
as tenants in common. Wife did not join 
in execution of deed, nor did she other- 
wise join to release her inchoate dower 
interest in property. 

Service rules that failure of wife to 
release her inchoate dower right in her 
husband’s real property has no effect in 
determining value of such property for 
gift tax purposes. Rev. Rul. 58-13, I.R.B. 
1958-2, p. 10. 


Comm., 


Income Tax: Accumulated interest on 
Series E United States savings bonds not 
taxable to grantor of revocable personal 


lated as of transfer date. Rev. Rul. 58-2, 
I.R.B. 1958-1, p. 42. 


Income Tax: Guides for determining 
whether fiduciary income is subject to 
self-employment tax. In order for indi- 
vidual to have net earnings from self- 
employment, he must be carrying on 
trade or business, either as individual 
or member of partnership. 

Service has outlined following guides 
which will be helpful in making such de- 
termination with respect to fiduciaries: 

(1) Professional fiduciaries are al- 
ways considered as engaging in trade or 
business, regardless of assets contained 
in estate. 

(2) Non-professional fiduciaries will 
not generally be so considered unless al] 
of following conditions are met: 

(a) There is trade or business among 
assets of estate. 

(b) Executor actively participates in 
operation of this trade or business. 

(c) Fees of executor are related to 
operation of trade or business. 

Helpful examples of application of 
rule are set forth. Rev. Rul. 58-5, ILR.B. 
1958-1, p. 48. 


TECHNICAL AMENDMENTS BILL 
OF 1958 


House has passed “Technical Amend- 
ments Bill of 1958.” It is important to 
note that controversial Section 56, which 
would have changed rules with respect 
to includibility in gross estate of insur- 
ance payable to named beneficiaries, has 
been dropped. Purpose was to close so- 
called present “loophole” under which 
insurance proceeds may be removed 
from gross estate by transfer of all in- 
cidents of ownership, even though trans- 
feror continues to pay premiums. 


A A A 


@ Six members were added to the board 
of directors of Georgia Railroad Bank 
& Trust Co., Augusta, at the annual 
meeting of stockholders last month, Each 
of the new members, le2ding officers in 
local business enterprises, is a son of a 
present or former member of the board. 
The action was featured in a supplement 
to the bank’s annual report. 
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Trust Officer Wins Jaycee 
Award 


C. Coleman Mc- 
Gehee, trust officer 
at First and Mer- 
chants National 
Bank, was named 
Richmond, Vir- 
ginia’s “young man 





of the year” in 
mn January. 
C. COLEMAN MCGEHEE He has been a 


staff member since 
1948. He is associate director of the 
upper Sunday school at St. Stephen’s 
Episcopal Church. In campaigns of the 
Community Chest, Red Cross and Nation- 
al Foundation for Infantile Paralysis, 
McGehee’s unit in each case surpassed its 
quota. He is associate councilman in Vir- 
ginia for the American Institute of 
Banking, promoting and coordinating 
educational projects of 21 AIB chapters 
in the state. He is a director of the Rich- 
mond Citizens Association and a mem- 
ber of the educational advisory commit- 
tee at the Univeristy of Richmond. 
The award, given each year by the 
United States Junior Chamber of Com- 
merce through the local Jaycees was pre- 
sented at a meeting of the Jaycees, the 
Kiwanis Club and the Rotary Club at 
Hotel John Marshall. It is based on 
“outstanding civic service to the com- 
munity.” 





In trust and estate work, no two sit- 
uations are ever exactly alike. Each 
problem requires special knowledge 
and experience. 

Here at Provident Tradesmens our 
Trust Officers are known for their 
understanding and the personal atten- 
tion they devote to each individual 
problem and for their speed and thor- 
oughness in serving an individual's 
needs through his attorney, account- 
ant or life underwriter. 
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WILL APPOINTMENTS 


of Prominent Americans 


Distinguished men from all fields of 
business and the professions set up trust 
funds or chose banks and trust com- 
panies to administer their estates under 
wills probated in 1957. A few names 
will serve to indicate the variety of 
activities in which these men became 
outstandingly successful and made un- 
usual contributions to our country. This 
list also shows how universally trust 
departments are called upon to serve 
such men and their families. Their wills 
also reflect the importance they attached 
to expert estate planning under the di- 
rection of their attorney, and often their 
accountant and life underwriter, in con- 
junction with the trust officer. The roster 
includes: 


e Lawrence D. Bell, founder of Bell 
Aircraft Corp. and developer of 
the first jet airliner. 

e William G. Selby, scion of the 
founder of Selby Oil Co. 

e Samuel A. Lerner, former head of 
Lerner Stores. 

e Clarence Woolley, president and 
chairman of American Radiator & 
Standard Sanitary Corp. 

e Stewart McDonald, president-chair- 
man of Maryland Casualty Co. and 
later head of the F.H.A. 

e Humphrey Bogart, famous cinema 
Academy award winner. 

e Henry Scandrett, former president 
Chicago. Milwaukee, St. Paul & 
Pacific Railroad. 

e Rear Admiral Richard E. Byrd, 
arctic and antarctic explorer and 
first person to fly over the North 
Pole. 

e Sosthenes Behn, co-founder of In- 
ternational Telephone & Telegraph 
Co. 

e L. Russell Kelee, who rose from 
coal-pit boy to head the $100 mil- 
lion Peabody Coal Co. interests. 

e Charles W. Gross, former presi- 
dent of Hartford (Conn.) County 
Bar Assn. 

e Cornelius F. Kelley, former head 
of Anaconda Copper Co. 

e Jesse W. Lewis, retired treasurer 
of General Electric Co. 

e Kenneth Roberts, author of ‘North- 
west Passage,’ ‘Arundel’ and other 
best-sellers, who left his property 
in Maine in care of his bank to 
maintain “in its unspoiled charac- 
ter.” 


Willed a “Car” but not at 
$18,700 


William C. Yarnall, New Jersey in- 
vestment broker, was left “an automo- 
bile chosen by him” in the 1954 will of 
his wife’s best friend, Lucine L. Lorri- 
mer. He had an income of $14,000 a year 
and two other cars, a Cadillac and a 
Ford station wagon. He _ selected an 
$18,700 Bentley Continental — but the 
executors of the estate appealed. 

The Appellate Division of the Super- 
ior Court ruled in January in favor of 
a previous decision by Superior Court 
Judge Walter J. Freund limiting Mr. 
Yarnall to $7,500 for his new car. Miss 
Lorrimer had left $10,000 to another 
friend for an automobile, and the court 
ruled that “It seems to us palpably im- 
probable that the testatrix intended to 
give the plaintiff $18,700.” The court’s 
reasoning was based in part on the facts 
that Mrs. Lorrimer never bought a more 
expensive car than a Chrysler and that 
she drove a Plymouth most of her adult 
life. 

A. A A 


Dates Set for Trust Courses 


Kennedy Sinclaire, Inc., New York 
trust advertising and sales training 
specialists, have announced training 


classes as follows: 36th Personalized Es- 
tate Planning and Sales Training Course 
— March 17 to 28; 11th Trust Sales 
and Estate Planning Seminar — April 
21 to 24. 

The two-week course will be held at 
the Downtown Athletic Club where train- 
ees will be guests. More than $2,553,- 
245,183 in new trust business has al- 
ready been written by the 185 men from 
103 different banks who have taken this 
course. This course includes pre-course 
training, the two-week session and two 
years of follow-up. 

The 4-day Trust Sales and Estate 
Planning Seminar (held at the Hotel 
New Yorker) is a concentrated program 
to relieve the shortage of sales-trained 
personnel in this rapidly expanding field. 

Be 
e@ Henry W. Brockenbrough, trust offi- 
cer of the State-Planters Bank of Com- 
merce and Trusts, Richmond, Va., spoke 
on “Estate Planning” at a supper meet- 
ing of the Sertoma Club on January 23. 
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CORRENT LITERATURE | 








Books 


Estate Planning and Taxation 


WILLIAM J. BOWE. Dennis & Co., Buffalo 3, 
N. Y. (2 vols. 614 pp. $36.) 


The general practitioner, for whom 
this book was written, will find it a 
boon. Commencing with basic principles, 
Professor Bowe proceeds to detailed 
analyses of estate plans designed to fit 
every possible situation. He gives nine 
model plans, with the documents neces- 
sary to achieve the indicated objectives, 
and shows the actual operation of plans 
for small and substantial estates, those 
involving jointly owned property, oil and 
farm interests, charitable foundations, 
closely held corporations and the liquid- 
ity problem, business purchase agree- 
ments, partnerships, and community 
property in Texas and California. 

Typical clauses and forty-four com- 
plete forms of wills, trusts and agree- 
ments illustrate drafting techniques that 
effect tax savings; and the localized prob- 
lems of estate planning in various parts 
of the country are explained by four- 
teen contributing lawyer-authors. The 
inheritance and gift taxes of the forty- 
eight states and District of Columbia are 
reviewed and tabulated, and there are 
mathematical computations and com- 
pleted tax returns for every type of 
question. 

All this is efficiently presented and in- 
dexed, there being a unique and invalu- 
able explanatory summary of forms (ex- 
tending over 21 pages) in addition to a 
detailed table of contents, index and 
table of cases and pockets for periodic 
supplementation. 

The author’s vast experience in the 
field of estate planning as a practicing 
lawyer, professor of law, trust depart- 
ment consultant and author of many 
notable works in the field, gives this two- 
volume work an authority and practical- 


_ ity that is difficult to surpass. 


| Statutory Rules Against Perpetuities 





‘accent 


and Accumulations 


HORACE E. WHITESIDE. Little, 
Company, Boston (445 pp. $10). 


Brown & 


The statutory rules invalidating per- 
petuities and placing restrictions on ac- 
cumulations are presented with Profes- 


_ Sor Whiteside’s commentary and well 
| known clarity and learning. The im- 
| portant accumulations of the nation’s 


Wealth in subject jurisdictions and the 
effect on trusts and estates of the law of 
domicile and the law of the situs of 
the property, make this study one of 
great significance to the legal profession. 
There is a 1957 supplement and pocket 
for future additions. 
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The Rule Against Perpetuities 


W. BARTON LEACH and OWEN TUDOR. 
Little, Brown & Company, Boston (265 pp. 
$10). 

This is a definitive study of the liter- 
ature and cases dealing with the per- 
plexities of the common law rule against 
perpetuities. The authors make an evalu- 
ation of the reasoning and philosophy 
upon which the rule rests, and project 
new possibilities for its development in 
judicial decision and legislation. It in- 
cludes a 1957 supplement and provision 
for annual pocket parts. 


Practical Property Planning — A 
Workbook of Estate Planning for 
the Life Underwriter 
B. WILLIAM STEINBERG and STUART A. 
MONROE. Planning Associates, Suite 2120, 
141 W. Jackson Blvd., Chicago 4, Ill. (265 pp. 
$10.50). 

These authors, active in the field of 
selling life insurance as well as in teach- 
ing the estate planning courses spon- 
sored by the Insurance Society of New 
York and the Chicago Life Underwriters 
Association, describe their book as “a 
workbook as distinguished from a text- 
book.” They state that although there 
are many good texts on estate planning, 
little material or information is avail- 
able on the techniques of sales procedure 
in this field. It is this need that the 
“workbook” helps to satisfy, in a prac- 
tical and very interesting fashion. 

The book is divided into four parts: 
insurance analysis, taxation, business 
situations, and sales presentations in 
five typical estates. 


Executorship Law and Accounts in 

New Zealand 

A. E. J. ANDERSON. Butterworth & Co. 

(Australia) Ltd., 49-51 Ballance St., Welling- 

ton, N. Z. (third edition, 281 pp.). 

Those who are in any way interested 
in the New Zealand law of executor- 
ship and accounts will appreciate the 
wealth of information contained in this 
book. The author, formerly Chief Ac- 
countant of the Public Trust Office, 
lucidly explains legal principles. The ar- 
rangement of the subject matter is ex- 
cellent, and a clear picture may be ob- 
tained of the proper sequence of events 
in handling trusts and decedents’ estates 
in that jurisdiction. 


ARTICLES 


Estate Planning in the Middle Brack- 
ets: Beware of Unsound Tax-Sav- 
ing Gimmicks 
PAUL F. ICERMAN. The Journal of Taxa- 
tion, February, 1958 (147 E. 50th St., New 
York 22, N. Y. $1.25). 

Clients of moderate and substantial 
means suffer great tax costs through un- 
planned or poorly planned arrangements 
for their families. Mr. Icerman considers 
some typical cases and offers practical 
comments on currently popular forms of 
estate planning. 


A Testamentary Tragedy: Jefferson 
and the Wills of General Koscius- 
zko. 

LOUIS OTTENBERG. American Bar Associa- 

tion Journal, January, 1958 (American Bar 

Center, Chicago 11; 75¢). 

General Kosciuszko, who came from 
Poland to aid the thirteen colonies in 
their struggle for independence, left 
four wills and three estates in three dif- 
ferent countries. This is the story of the 
administration of the estates — which 
were not settled until forty years after 
the General’s death and of why 
Thomas Jefferson refused the executor- 
ship of the American estate. 


How About Your Widow? Will You 
Leave Her in Distress or Financial 
Comfort? 


ROBERT E. MACDOUGALL. Journal of Am- 

erican Society of Chartered Life Underwriters, 

Winter, 1957 (3924 Walnut St., Philadelphia 

4. $1.50). 

Mr. MacDougall, vice president, Girard 
Trust Corn Exchange Bank of Phila- 
delphia, outlines the ways in which trust 
officers administer a trust for the best 
interests of widow and children of the 
trustor. 


Confiscation of American Property — 
One Aspect of the Alien Property 
Problem 


The Trust Bulletin, January, 1958 (12 East 
36th St., New York 16, N. Y. 35¢). 


This is an example of how trust in- 
come may vest in the Office of Alien 
Property, where beneficiaries are enemy- 
alien grandchildren of an American set- 
tlor. The author reviews the statute and 
case law on the subject. 


1957 Survey of New York Law 


New York University Law Review. Dec. 1957 

(40 Washington Sq. S., New York 3; $2.). 

Trusts and Administration, Russell D. 
Niles. 

Real and Personal Property, Elmer D. 
Million, Martin E. Lipton & Philip 
Mahan. 

Future Interests, Bertel M. Sparks. 

Succession, John C. Houston. 

Dean Niles indicates the need for a 
“new look” at the century-old New York 
statutes governing trusts. In his survey 
of 1957 developments in this field he re- 
marks upon the difficulty of making pro- 
vision for one’s family, commenting in 
this connection: “The question that is 
likely to occur to one who reads the run 
of cases for the year is this: do the 
venerable New York statutes relating to 
the types and durational limits of trusts 
permit New York residents to realize 
their reasonable aspirations in providing 
for their families? The impression of 
this reviewer is that a general re-examin- 
ation of these old statutes is gravely 
needed.” 

Other branches of the law of property 
are covered in articles, as noted above, 
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by members of the law faculties of New 
York and Syracuse Universities. As in 
previous years, the material in the sur- 
vey is presented with a view to its prac- 
tical application and use, not only by 
the legal scholar, but also the general 
practitioner. 


Memo to a Client re: Short Term 
Survivorship and the Marital De- 
duction 
Estate Planners Quarterly, December, 1957 
(215 West 34th St., New York. N. Y., An- 
nual subscription $10.). 

This very worthwhile memo _ recom- 
mends the use of what is termed a “re- 
verse simultaneous death clause” viz. 
one containing the direction: “it shall be 
presumed that my wife survived me.” 
The advantages of including such a di- 
rection in a will are analyzed with 
reference to federal tax on the estates 
of husband and wife. Other factors con- 
sidered are administration expenses, 
jointly held property, insurance and em- 
ployee benefits. 


Cost Factors of Small Pension Plans 


GORDON D. SIMONS. Taxes, January, 195& 

(4025 W. Peterson Ave., Chicago 30; 75¢). 

Small companies have not given suf- 
ficient consideration to the unique bene- 
fits of a pension plan, Mr. Simons feels. 
An attorney as well as a certified public 


accountant, the writer explains and 
illustrates how an_ accountant § can 
mx 
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compute costs of small pension plans 
so that the management may make pre- 
liminary decisions as to the practica- 
bility of adopting a pension plan. 


Life Insurance Planning 


DORIS L. BOSWORTH. New York Certified 
Public Accountant, January 1958 (677 Fifth 
Avenue, New York 22. 50¢). 

The way life insurance planning can 
be used to relieve a client of many busi- 
ness and personal problems is demon- 
strated by Miss Bosworth. She also 
points out the favorable position which 
the certified public accountant possesses 
in being able to suggest to the client the 
various benefits to be derived from life 
insurance, in relation to his personal, 
professional and tax matters. 


The Psychiatrist and Testamentary 
Capacity 
GENE L. USDIN, M.D., Tulane Law Review. 
December, 1957 (New Orleans, 18; $2.50). 
The extent to which disease makes the 
brain an untrustworthy conveyance of 
the testator’s wishes, is one of the in- 
teresting questions explored in this arti- 
cle. The author distinguishes the role of 
psychiatry and the law, declaring that 
the psychiatrist, like the lawyer, is con- 
cerned with appropriate regulation of 
human behavior, but that psychiatry, 
cannot be as pragmatic, authoritarian or 
precise as the law. Cases involving testa- 
mentary capacity, being comparable to 
those where personal injuries are the 
subject of medical testimony, the author 
suggests the use of an impartial panel 
of experts in the former. 


Pennsylvania Comments on Current 
Estate Tax Problems in Qualifying 
Property for the Marital Deduc- 
tion 
J. BROOKE AKER. Dickinson Law Review, 
January, 1958 (Carlisle, Pa.; $2.). 

Some of the current problems that 
arise in qualifying property interests for 
the marital deduction are summarized 
here. The discussion embraces cases in- 
volving life insurance proceeds, property 
passing under mutual wills, family ex- 
emptions, a spouse’s compromise, the 


power to invade, power of appointment 
etc. Each aspect of the problem is ex- 
amined under both federal and Penn- 
sylvania rules. 


Life Insurance Trusts in Louisiana 


LEONARD OPPENHEIM. Tulane Law R.« 
view, December, 1957 (New Orleans, 18; 
$2.50). 


In Louisiana, declares Professor Op 
penheim, the trust offers one of the mos 
flexible devices available to the estate 
planner. The various ways in which it 
may be so used, and its limitations, are 
set forth, with due consideration being 
given to the impact of federal gift and 
estate taxes. 


OTHER ARTICLES 


Legal, Tax and Accounting Aspects of 
Fiduciary Apportionment of Stock Pro- 
ceeds: The Non-Statutory Pennsylvania 
Rules, by Donald S. Cohan & Stephen 
T. Dean: Univ. of Pennsylvania Law 
Review, Dec. 1957 (3400 Chestnut St., 
Philadelphia 4) 

Virginia Probate Practice, by Brocken- 
brough Lamb: Virginia Law Review, 
Dec. 1957 (Clark Memorial Hall, Char- 
lottesville) 

Annual Survey of Tennessee Law on 
Wills, Trusts and Estates, by Herman 
L. Trautman: Vanderbilt Law Review, 
Aug. 1957 (Nashville 5) 

Work of Missouri Supreme Court in 
1956: Trusts and Succession, by William 
F. Fratcher; Missouri Law Review, Nov. 
1957 (Columbia; $1) 


A A A 


Sponsors Lawyers Meeting 


More than 400 attorneys were invited 
by Fairfield County Trust Co., Stamford, 
Conn., to attend a January 25th Satur- 
day morning seminar on Common Sense 
Estate Planning. Denis Brandon Maduro, 
noted New York lawyer, conducted the 
seminar which was sponsored by the 
bank’s Trust Department. Mr. Maduro 
discussed pitfalls of joint ownership of 
property and ways and means of reduc- 
ing estate shrinkage between owner and 
beneficiary. 
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CHARITABLE TRUSTS — Cy Pres — 
Class of “Indigent Seamen” Broad- 
ened 


Maine—Suprceme Judicial Court in Equity 

Petition cf Lewis Pierce, Administrator, Estate 

of Joseph How; 136 A. 2d 510. 

Bill in equity for construction of the 
1870 will of Captain Joseph How, a man 
of the sea who had been master of the 
bark Ellen Stevens. After certain inter- 
ests the will directed that his estate 
should be appropriated to the founding 
of a home for indigent seamen and 
authorized the executor to invest the 
estate and use the same “in such man- 
ner as will do the most good to the class 
of indigent seamen.” 

The petition asked for instructions for 
administering the fund under the cy 
pres doctrine. For over forty years the 
assets were considered to be too small 
to be worthwhile, then, because of an 
unknown investment of the testator, the 
fund became too large to be used only 
for the benefit of indigent seamen of the 
class of crewmen who sailed on the 
Ellen Stevens. The Court found in the 
will a general charitable intent of the 
testator empowering it to broaden the 
base of the beneficiaries of this public 
charitable trust if the trust had failed 
in part, from an over-supply of funds, 
through limitation of the beneficiaries to 
indigent seamen of the class of the crew- 
men of the bark Ellen Stevens. 

HELD: The group of beneficiaries of 
this gift should be widened and enlarged 
to include all classes of indigent seamen. 
not necessarily through the application 
of the cy pres doctrine, but rather 
through an interpretation of the inten- 
tion of the testator at the time he ex- 
ecuted his will. The trustee may give 


' consideration to the modern laws and lat- 
ter day adjudications as to what a 
| “seaman” is, such as crewmen of mer- 


chant vessels, oil tankers and fishing ves- 


» sels, but not lobster fishermen. 


| CLarms — Right of State to Reim- 


bursement from Support Trust — 
Trustee’s Discretion Abused 


Texas—Supreme Court 
State v. Rubion, decided Dec. 4, 1957. 


‘Vestatrix’s adopted daughter, Ella 
Hansley, was a patient in a State Hos- 
pital from 1945 to 1953. Article 3232(a) 
VICS grants the State a right of reim- 
bursement for support, maintenance, and 
treatment of patients “against the person 
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or persons who may be legally liable for 
support, maintenance, and treatment and 
may be financially able to contribute...” 
Testatrix died in 1947, her will leaving 
all of her estate to a trustee and pro- 
viding that “said trustee shall, at his 
discretion, and by the exercise of his 
own judgment, provide a means for the 
support and maintenance of my grand- 
daughter and adopted daughter, Ella 
Hansley, who, at this time, is unable to 
provide for herself.” There were no 
spendthrift provisions in the will. 

The trustee denied the State’s claim 
for reimbursement on the ground that 
testatrix had told him prior to her 
death that the trust was to support Ella 
Hansley if and when she should be re- 
leased from the State Hospital. 

HELD: The will, without ambiguity, 
provides that the trustee shall use his 
discretion to provide for the support of 
the beneficiary. Since unambiguous lan- 
guage of the will must be looked to to 
determine testatrix’ intent, the oral in- 
structions are irrelevant. Her intent, so 
determined, is that the trust property 
be used for the beneficiary’s present as 
well as future support. 

The trustee’s discretion must be rea- 
sonably exercised to accomplish the pur- 
poses- of the trust according to the set- 
tlor’s intention, and his exercise thereof 
is subject to judicial review. The trustee 
abused his discretion in refusing to make 
any payments for present supvort. The 
State, standing in the shoes of the pa- 
tient, is entitled to receive the amount 
which the trustee, in the reasonable ex- 
ercise of his discretion, might have paid 
for support of the beneficiary. The case 


is remanded for a determination of this 
amount. 


Costs — Burden of Proving Reason- 
ableness of Trustees’ Fees and Ex- 
penses 


Illinois—Appellate Court 
Smith v. Stover, 15 Ill. App. 2d 78. 


This was an appeal from an order ap- 
proving a trustees’ accounting which was 
entered on the basis of the trustees’ re- 
port and pleadings relating thereto, 
without hearing any evidence. The trust 
was created by a will probated in 1908 
and had been administered under court 
direction since 1916. In 1932 an order 
had been entered increasing each of the 
three trustees’ annual compensation 
from the $1,200 specified in the will to 
$4,000, plus expenses. This order was 
based on findings that the trust property 
(widely scattered farms and diversified 
bond issues) required unusual care and 
that the trust had increased in value 
from $614,000 to $2,250,000. 

In the present action the trustees filed 
an accounting covering the period 1952- 
1955 in which they showed payment of 
fees in the amount previously allowed 
plus other* disbursements. The report 
showed that during this three-year pe- 
riod cash receipts were $944,000 and a 
later pleading recited that the trust 
property was then valued at $2,317,000. 
One of the beneficiaries filed objections 
to the report, claiming that the fees 
were excessive and that certain expenses 
aggregating $14,800 were of a nature 
normally included in the services for 
which trustees are compensated. The ex- 
penses objected to included items such 
as office rent, secretarial services, sta- 
tionery, etc. There were further plead- 
ings by both parties after the objection 
was filed. 


HELD: Reversed and remanded. The 
trustees have the burden of proving the 
necessity of expenses for which they 
claim credit. With respect to the trus- 
tees’ compensation, they were justified in 
taking credit in accordance with the 1928 
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decree until further order of the court 
and the burden of sustaining objection 
to the fees rests on the objector. 


GUARDIANSHIP — Funds Transferred 
to Existing Trust Rather Than to 
- Guardian 


Pennsylvania—Supreme Court 
Elliott Estate, 390 Pa. 608. 


By will, decedent created a trust for 
his minor children payable to them at 
age 28. A son William, at age 24, cre- 
ated an inter vivos trust with a cor- 
porate trustee and his brother Fred as 
trustees, to which he turned over all of 
his assets, including any funds that 
might become due and payable or dis- 
tributable to him, to hold until settlor 
regained his health. The trustees had 
broad powers, including the right to 
apply income and principal to his sup- 
port. Six months later on the petition 
of Fred, another bank was appointed 
guardian of William because of incom- 
petency. 

William became 28 in 1953 and the 
trustee under the will filed its account. 
The trustee under the inter vivos trust 
and the guardian claimed William’s share 
of both income and principal. The lower 
Court awarded the income and principal 
to the trustees under the inter vivos 
trust. The guardian and Fred, as co- 
trustee of the inter vivos trust, ap- 
pealed. 

HELD: Affirmed. The rule in respect 
to trusts created by will is that if the 
trustee has positive duties to perform, 
the fund must remain with the trustee 
and will not be transferred to a guar- 
dian or committee, but the contrary is 
true where the duties are passive. Both 
logic and common sense require the same 
rule to be applied to the conflicting 
claims of trustees under inter  vivos 
trusts and an incompetent’s guardian. 
Moreover, in this case, it is also practical 
to award the fund to the trustees be- 
cause the guardian would have to peti- 
tion the Court to do things that the trus- 
tees are empowered by the deed to do. 


JOINT TENANCY Murderer-sui- 
cide’s Estate Entitled to One-Half 
of Tenancy by Entireties 


Indiana—Supreme Court 

National City Bank of Evansville v. Bledsoe, 

144 N.E. 2d 710. 

A husband murdered his wife and 
then committed suicide. The husband and 
wife had owned real estate as tenants 
by the entirety. The personal represen- 
tative of the wife’s estate brought pro- 
ceedings in the Probate Court to sell 
real estate to pay debts and made the 
personal representative of the husband’s 
estate a defendant with others. The com- 
plaint alleged that the husband “pur- 
posely and with premeditated malice 
shot, killed and murdered” the wife, and 
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then took his own life. The husband’s 
estate demurred to the complaint on the 
ground that the complaint showed that 
the husband became the sole owner of the 
real estate as surviving tenant by the 
entirety, and that since he was not 
legally convicted of intentionally caus- 
ing his wife’s death, he could not be 
considered a constructive trustee of the 
property. The trial court sustained the 
demurrer, and the wife’s personal repre- 
sentative appealed. 

HELD: Reversed. The Indiana statute 
(Burns’ 1953 Repl. sec. 6-212), provid- 
ing that one convicted of intentionally 
causing the death of another becomes a 
constructive trustee of property acquired 
from the decedent, has no application to 
the case at bar. However, there is no 
valid reason why the _ well-settled 
equitable principle that “equity will not 
permit a person to profit by his own 
wrong at the expense of another” should 
not be applicable to an estate by the 
entireties terminated by murder. Where 
the operation of a tenancy by entireties 
has been thwarted by a divorce or other- 
wise, the common law of the state di- 
vides the property equally between the 
original owners. The same division should 
be made where a tenancy by entireties 
is dissolved by murder, and the mur- 
derer becomes a constructive trustee for 
the victim’s estate in one-half of the 
property. 


Joint TENANCY — One Owner May 
Devise Property with Consent of 
Other 


Kansas—Supreme Court 

In the Matter of the Estate of Harry P. Roon- 

ey, 181 Kan. 1029. 

The decedent and his wife held title 
to the place known as “McCoy place” as 
follows: “H. P. Rooney and Marguerite 
Rooney, and the survivor of them, as 
joint tenants and not as tenants in com- 
mon.” Mr. Rooney’s will devised this 
property: to his nephew, “reserving to 
my wife, Marguerite Rooney, a one-half 
(4%) interest in the mineral rights 
therein and the existing royalties there- 
on, and upon her death said one-half in- 
terest shall go to my _ son, Archie 
Rooney.” To this will Marguerite Rooney 
consented. 

The will and the written consent were 
admitted to probate, and Marguerite 
qualified as executrix. On the same date, 
she filed a document called a Consent 
Restriction, in which she stated that she 
did not consent to her late husband’s 
devising by will any property which she 
owned in whole or in part, and that her 
consent to the will is restricted as above 
set out. 

Thereafter, the nephew filed a petition 
for Disclosure and Establishment of De- 
vise in which he alleged that Marguerite, 
as executrix, had failed to include the 
property in the inventory and was con- 
verting the property and the income 


therefrom to her own use. The probat 
court denied the petition and held that 
the devisee had no interest in the proper 
ty in question. The district court reversed 
this ruling and held that the nephew 
was the devisee of the property subjec: 
only to the reservations mentioned in the 
will. 

HELD: Affirmed. Where a testator 
devises property( title to which is held 
by his wife, and she gives her written 
consent to such testamentary disposition, 
she thereby in effect renounces her right 
of ownership in the devised property. As 
a practical matter, that is what was 
done here. Testator and his wife owned 
the property in question as joint tenants 
with rights of survivorship. He devised 
it, with certain reservations, to a third 
party. Her unqualified written consent 
to such devise is therefore binding upon 
her. 


JoInT TENANCY — Survivor Not En- 
titled to Balance in Joint Bank Ac- 
count 


Canada—Supreme Court 
Edwards v. Bradley, (1957) S.C.R. 599. 


A joint bank account was opened in 
the names of A and B, mother and 
daughter. A having died, the question 
arose whether B was beneficially entitled 
to the balance in the account. The Court 
of Appeal for Ontario held that B 
acquired the legal title to the balance in 
the account, and in the circumstances 
also acquired the beneficial title thereto. 
(See TRUSTS AND ESTATES, June 1956, p. 
597). 

HELD: Reversed. There was nothing 
in the document signed for the bank by 
A and B to cut down the former’s equit- 
able interest, and the circumstances were 
not such as to permit any presumption 
of advancement to arise. The ordinary 
rule applies that there is a _ resulting 
trust in favour of the mother’s estate. 

The Court was influenced by the fact 
that all cheques drawn on the account 
were drawn by the mother and some of 
these were drawn by her in favour of 
her daughter to assist the latter in the 
building of a house. 


LIFE TENANT & REMAINDERMAN — 
Parties in Interest Where Life Es- 
tate is Consumed 


North Carolina—Supreme Court 
Darden v. Boyette, 247 N. C. 26 


Action by the administrator of the 
estate of J. C. Darden against the ad- 
ministrator of the estate of his widow, 
Ruby Darden. J. C. Darden died in 1953 
leaving a will which devised all of his 
estate real and personal to his wife for 
life with full power of disposition by 
deed or will, remainder at his wife’s 
death to his “then heirs at law, per 
stirpes,” and appointing her executrix. 
She qualified, settled the estate, and 
made distribution to herself, and died 
in 1954, still having some, but not all, 
of the property received from her hus- 
band’s estate in her possession. 
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Fifteen heirs of J. C. Darden survived 
her. Plaintiff was appointed administra- 
tor c.t.a. of J. C. Darden. Upon issues 
submitted by the trial court and the 
findings of the jury, judgment was ren- 
dered in favor of the plaintiff for the 
value of all of the property received by 
Ruby Darden from the estate of her 
husband. Motion for nonsuit by the de- 
fendant had been overruled. 

HELD: Reversed; the motion for non- 
suit should have been allowed. The will 
created no trust. The widow had a life 
estate with full power of disposition. 
As executrix she had the right to close 
administration of the estate and dis- 


. tribute the property, and her husband’s 
' estate thereafter had no interest in the 


property. Only the remaindermen are 
real parties in interest, and only they 
can bring an action to recover any 
property which is theirs. 


REAL PROPERTY — Lease Made by 
Heir to Whom Property Was Set 
Aside in Lieu of Homestead is 
Valid 


Washington—Supreme Court 
Chopot v. Foster, 151 Wash. Dec. 370. 


Romer and Lydia Zema owned a tract 
of timber land. Lydia died intestate on 


January 10, 1955, leaving her husband 


and two sons surviving. Romer was ap- 
pointed administrator. Thereafter, he 
leased to the plaintiff John Chopot, for 
a five-year term, a four-acre mill site 
within the larger parcel. Chopot took 
possession immediately and remained in 
open notorious, continuous possession. On 
June 30, 1955, all of the property of 
the deceased wife was set aside to 
Romer Zema in lieu of homestead. There- 
after, appellants, having actual knowl- 
edge of the lease to Chopot, bought the 
entire tract. In September, 1955, the ap- 
pellants denied Chopot access to the mill 
site and, upon his suit, the trial court 
restrained the appellants from such in- 
terference. The appellants appealed con. 
tending that Romer, as administrator, 
had no authority to lease the mill site. 


HELD: Affirmed. A Washington stat- 
ute provides that title to real estate 
vests immediately in the heirs upon the 
owner’s death. There could be no doubt, 
from the valuation of the property of 
the estate, that the entire estate would 
be set aside to the surviving husband in 
lieu of homestead. This asserted infirm- 
ity in the lease at the time of its ex- 
ecution was completely cured by the 
order setting aside the property in ques- 
tion to Romer Zema in lieu of home- 
stead. 


REVOCATION — Assignment of Dis- 
tributive Share in Estate Held 
Valid and Irrevocable 


Massachusetts—Supreme Judicial Court 
1957 A.S. 1135; Dec 4, 


Abrain v. Pereira, 
1957. 


The question at issue was the validity 
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of an assignment of a distributive share 
in an estate and the right of the as- 
signor to revoke it. The administrator 
had obtained judgment in a suit to re- 
cover a bank deposit standing in the 
name of the decedent as trustee for his 
sister Juliana. A brother John, also one 
of the heirs, went to the office of the 
administrator’s attorney and there ex- 
ecuted under seal a release of all in- 
terest he had in the bank account and 
an assignment of his interest to his 
sister Juliana. He left the document with 
the attorney. Later his own attorney in- 
formed the administrator’s attorney that 
John was confused and wished to revoke 
the release. The question arose on a 
petition for instructions filed by the ad- 
ministrator. 

HELD: (Affirming the decision of the 
probate court) the release and assign- 
ment being under seal, even without 
actual consideration, became irrevocable 
on its delivery to the administrator’s 
attorney, who presumably received it for 
the estate and Juliana. 


SPOUSE’S RIGHTS — Validity of Trust 
for Married Woman 


North Carolina—Supreme Court 
Pilkington v. West, 246 N. C. 576. 


Controversy without action to deter- 
mine the ability of the plaintiffs to con- 
vey a fee simple title in certain land to 
the defendant. In 1943 Mrs. Pilkington 
and her husband conveyed land owned 
by her to a trustee for her benefit for 
her life, possession to remain in her, 
then to her heirs, subject to certain limi- 
tations in favor of her husband, if he 
survived her. There was no finding by 
the notary who took the acknowledg- 
ments and private examination that the 
conveyance was not unreasonable or in- 


injurious to the wife as required by 
G. S. 52-12. In 1944 there was a deed 
of revocation. The Court below adjudged 
that the plaintiffs could convey a good 
title. 

HELD: Affirmed, The limitations to 
the husband were void under G. S. 52-12. 
This left a passive trust for the wife 
unless a simple trust for the benefit of 
a married woman is an active trust un- 
der the Constitution of 1868. Since that 
Constitution terminated the right of a 
husband in the land of his wife during 
coverture there is no reason for con- 
tinuing the common law rule that a trust 
for the benefit of a married woman is 
an active trust. The statute of uses ex- 
ecuted the use, and the title was vested 
directly in the wife as it had been. This 
makes it unnecessary to consider the 
deed of revocation in 1944. (The Court 
states that this point had not been di- 
rectly decided since 1868, and cites and 
quotes from earlier cases discussing the 
subject.) 


TAXATION — Estate & Inheritance — 
Amount of Tax Paid by Estate In- 
cluded in Value of Bequest Tax- 
able to Residuary Legatees 


Oregon—Supreme Court 
Unander v. Pasquill, 319 P. 2d 579. 


Decedent left a net taxable estate of 
$802,810.51. After allowance for a chari- 
table bequest of $10,000, the State Treas- 
urer assessed a basic inheritance tax 
of $55,357.80. Taxes on the specific lega- 
tees determined as a proportion of the 
basic tax paid totaled $16,511.31. The 
collateral taxes on the specific legacies 
amounted to $12,866.47. 

The will directed the executors to pay 
without apportionment thereof all estate, 
inheritance or other death taxes or 
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duties imposed and made payable by 
reason of death by the laws of the 
United States or of any state, territory 
or country. The residue of the estate was 
bequeathed two-thirds to one niece and 
one-third to another. 


‘The executors contend that the re- 
spective shares of the basic tax charge- 
able against the value of the residuary 
legacies should first be deducted and the 
collateral taxes assessed on the dimin- 
ished amount. The State Treasurer takes 
the position that the collateral taxes 
against these gifts must be determined 
without such deduction and in substan- 
tially the same way as the specific be- 
quests were taxed. To spotlight the 
problem, two methods of computation 
as shown in the Supreme Court decision 
are as follows: 


State Treasurer’s Computation 


Total taxable value of 
estate __ 
Less: 

Net legacies to others $235,625.00 
Collateral taxes paid 
for others — 
Basic tax paid for 

others 


$802,810.51 


12,866.47 


16,511.31 


Total benefit to others 265,002.78 


Balance taxable to 
residual legatees 


$537,807.73 
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Executors’ Computation 


Total taxable value of 
estate 
Less: 
Net legacies to others $235,625.00 
Collateral taxes paid 
for others 
Total basic tax 


$802,810.51 





12,866.47 
55,309.59 


0 ean 308,851.06 


Balance taxable to re- 
maining or residual 
legatees 


$498,959.45 


The trial court held in favor of the 
executors. 


HELD: Reversed. In the taxation of 
a bequest to collateral relatives the 
amount of the tax should be included 
as an additional benefit and subject to 
the tax. Even though the residual lega- 
tees never actually received that portion 
of the residue which was paid to the 
State Treasurer as a tax, the executor, 
as the decedent’s representative, becomes 
the agent “so to speak” for the payment 
of the tax debt for which the beneficiary 
would be personally liable under the in- 
heritance tax statutes. The legatee or 
devisee actually receives the full bequest, 
including the amount paid in taxes. Tax 
deductions are a matter of legislative 
grace and are strictly construed against 
the taxpayer. 


TAXATION — Estate & Inheritance — 
Incidence of Federal Estate Tax in 
Marital Exemption 


California—District Court of Appeal 

Estate of Law, 155 A.C.A. 911 (Dec. 9, 1957). 

The question was as to the method of 
computing the marital exemption from 
inheritance taxes provided for by Rev- 
enue and Taxation Code Section 13805. 

Query: (1) In computing the wife’s 
share of the decedent’s separate property 
that is free of estate inheritance tax 
under the above cited section, should the 
amount of the federal estate tax be de- 
ducted from the entire estate along with 
the expenses of administration and the 
remainder divided in half to arrive at 
the wife’s share; or (2) should the 
entire estate less deductions other than 
federal estate tax be divided in half 
to arrive at the wife’s share, and the 
amount of the federal estate tax de- 
ducted only from the husband’s part of 
his separate property? 


HELD: The second method is correct. 
The will excluded proration of the feder- 
al estate tax, and therefore Probate Code 
Sections 970 ff., providing for such pro- 
ration in the absence of appropriate 
provisions in the will, did not apply. 

The court incidentally refers to fact 
that in 1957 Section 13989 of the Rev- 
enue and Taxation Code (1957 Statutes, 
Chapter 502) was amended to provide 
that for purposes of that Section (pro- 
viding for deduction of federal estate 


tax in computing inheritance tax) the 
exemption provided by Section 13805 
shall be treated as an exclusion. It is 
stated that the effect of this is to take 
the tax free property out of the higher 
instead of the lower brackets of the 
estate. 


TAXATION — Estate & Inheritance — 
Property Passing Under “Half-and- 
Half” Statute Taxable as Second 
Decedent’s 


Ohio—Supreme Court 
In re Estate of Sherick, 167 Ohio St. 151. 

Under Section 2105.10, Ohio Revised 
Code, the so-called “Half and Half 
Statute,” when a relict of a deceased hus- 
band or wife dies intestate and without 
issue possessed of identical real estate 
or personal property which came to such 
relict from the deceased spouse by gift, 
devise, bequest or descent, one-half of 
such identical property shall pass to the 
children of the deceased spouse from 
whom such real estate or personal 
property came, or their lineal de- 
scendants, per stirpes. 

Sherick died in 1917 leaving a second 
wife and two sons of his first marriage. 
He devised certain realty to his second 
wife “to be hers absolutely and for- 
ever” and she retained it until her death 
approximately 38 years later. She did 
not remarry, and she died intestate, with- 
out issue. On her death, one-half of the 
real estate, therefore, passed to Sherick’s 
surviving son under Section 2105.10. 
The question before the court was 
whether the succession to Sherick’s son, 
the decedent’s stepson, was taxable as 
property passing from Sherick or from 
Sherick’s relict. In the latter case it 
would be entitled to no exemption and 
be taxed at a higher rate. 


HELD: The property was taxable at 
the higher rate without exemption. 
Sherick devised the property to his sur- 
viving spouse, “to be hers absolutely and 
forever.” She could have obtained no 
higher estate in it. When she died the 
property descended from her as_ her 
property and not through her as the 
property of the previously deceased 
spouse, 


TAXATION — General — Retroactive 
Assessment of Property Tax on Es- 
tate Denied 


Pennsylvania—Supreme Court 
Morrow Estate, 390 Pa. 422. 

Since 1927,. counties (and first class 
cities) have been authorized by statute 
to assess personal property taxes retro- 
actively against the estate of a decedent 
for a period of five years after the prop- 
erty should have been returned for tax- 
ation. In 1947 other cities were author- 
ized to levy personal property taxes but 
the provision for the retroactive assess- 
ment was omitted. This omission was 
supplied by Act of June 28, 1957. At the 
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Discussing model of new 
Bankers Trust Company 
(New York) building to 
replace existing building 
at 527 Fifth Avenue are 
principals in the transac- 
tion. Representing Bank- 
ers Trust are Herman 
Maser (left), vice presi- 
dent in charge of real 
estate, and Wallis B. 
Dunckel (standing), ad- 
ministrative vice  presi- 
dent. Seated is Ivor B. 
Clark who with Erwin S. 
Wolfson (standing far 
right) has taken the prop- 
erty under long term 





lease from the bank and will erect the new building. Included in the lease is the ad- 
joining 6-story building which will be replaced by a new structure. Facilities will remain in- 
tact while upper floors are stripped to steel skeleton and slabs and new columns are 
added. Cantilevered trusses, extending out of the steel superstructure on one section, will 
help support the upper tiers of another section — a method that permits the bank to con- 
tinue services and yet develop the needed load bearing capacity for the new overall building. 





audit of this decedent’s estate the City 
of Pittsburgh claimed personal property 
taxes for five years prior to death. The 
lower Court denied the claim. 


HELD: Affirmed. A tax may not be 
retroactively assessed in absence of 
specific statutory authority. The City 
ordinances could not remedy this defect. 
It is not decided whether the estate of 
a decedent dying after the June 28, 
1957 amendment would be liable for 
taxes unassessed for any year prior to 
the amendment. 


NOTE: Nolan Estate, 390 Pa. 426 in- 
volved similar facts and was decided the 
same way on the authority of this case. 


WILLs — Construction — Summary 
Motion Not Proper — Evidence is 
Necessary 

Florida—District Court of Appeals, 
Second District 
Pancoast v. Pancoast, 97 So. 2d 875. 

Suit was brought in the lower Court 
for declaratory decree construing the will 
of Sarah Pancoast. The family of the 
testatrix had increased substantially by 
several marriages and divorces of her 
children. The lower Court entered a 
decree construing the will by granting 
motions for a summary decree. 

HELD: Reversed. Where the intention 
of the testatrix was obscure from the 
language of the will and the essential 
inquiry is concerned with that intent 
which can be better arrived at by con- 
sideration of all the facts and circum- 
stances surrounding the making of the 
will and the situation of the parties, it 
was error to construe the will on mo- 
tions for summary decree without ad- 
mitting and considering the evidentiary 
facts. 


NOTE: The case is unique in this jur- 
isdiction only to the extent that it holds 
that while there was no genuine issue 
of fact in dispute before the lower Court, 
the Appellate Court felt that an inquiry 
into the undisputed facts was necessary 
and desirable to clarify the application 
of the law. 
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WILLs — Construction — Term 
“Lawful Issue” — Includes Adop- 
tees 


California—Supreme Court 


Estate of Heard, 49 A.C. 520 (Dec. 31, 1957), 
nullifying decision of District Court of Appeal, 
abstracted in May 1957 issue. 


Emma C. Heard set up a testamentary 
trust to pay income to her son John for 
life, after his death to his lawful issue. 
John was married at the time the will 
was made, was later divorced and re- 
married prior to his mother’s death. He 
had no children at that time. After the 
estate was distributed into the testa- 
mentary trust some 14 years after his 
mother’s death, he and his wife adopted 
a six year old child. On John’s death 
later, the question arose as to whether 
the adopted child could take under the 
trust. 

HELD: Decree upholding the claims 
of the adopted. child affirmed. The de- 
cision goes beyond generally accepted 
views on this question and seems to go 
to the extent of holding that the terms 
issue or lawful issue used in a trust 
designating persons occupying that re- 
lationship to a particular person include 
adopted children as well as “biological” 
children (the term is the court’s). The 
decision is based to a considerable ex- 
tent on California statutes defining the 
relationship between adoptive parents 
and adoptees. 

A dictum seems to throw doubt on 
the rule previously observed in Cali- 
fornia as elsewhere that adopted chil- 
dren inherit from but not through their 
adoptive parents. 

On the main issue (whether the term 
lawful issue used in a will includes 
adopted children), the Court says: 


“* * * There is no more probability 


that a person will adopt a child than that 
he will deliberately have a blood child. 
Indeed, it appears that from all the 
statistics it is more difficult to adopt a 
child than to have one naturally; the de- 
mand for children available for adoption 
exceeds the supply. In either case he is 
not foisting a child on his relatives and 


there is no magic by which a blood child 
may develop into a more desirable child 
than one adopted. The kin of the parents 
may well find an adopted child much to 
their liking while finding little satisfaction 
in their relationship with a blood child. 
Being of the same blood does not assure 
them of a relative fitting their tastes. 
These things being so nebulous afford no 
grounds for excluding adopted children 
from the term ‘lawful issue.’ ” 


WILLs — Joint & Mutual — Agree- 
ment Not Binding on Wife 


Florida—District Court of Appeal 

Maddex v. First National Bank, 97 So. 2d 871. 

HELD: Where husband and wife en- 
tered into reciprocal and mutual wills, 
whereby each agreed to leave the proper- 
ty to the other and the survivor agreed 
to leave the property in a certain man- 
ner, the agreement was not binding on 
the wife since it was entered into prior 
to the adoption of the Married Woman’s 
Emancipation Act in Florida in 1943. 
Therefore, a new will made by the wife 
who survived the husband, revoking the 
mutual will and disposing of the proper- 
ty in a different manner from that agreed 
upon, was valid. 


WILLs -— Joint & Mutual — Survivor 
Took Life Estate 


Kansas—Supreme Court 
In re Estate of Weidman, 181 Kan. 718. 


Fred Weidman and Julia Mannel 
Weidman, husband and wife, joined in 
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the execution of “our last Will and Testa- 
ment,” in which after directing payment 
of debts and funeral expenses they be- 
queathed to our beloved brothers and 
sisters the balance of our property... 
where so ever the same may be at the time 
of our death ... This division of proper- 
ty is to be equally divided, one half to 
the legal Mannel Heirs, one-half to the 
legal Weidman heirs.” The will then 
listed the names of these heirs and pro- 
vided for alternative distribution in the 
event of any one’s death. 

Upon Fred’s death, the instrument 
was admitted to probate as his last will 
and testament, and within 60 days Julia 
filed an instrument in probate court 
whereby as widow, she elected to take 
and abide by the terms of her husband’s 
will, About a year later, the executor 
filed a petition for final settlement where- 
in he claimed for the first time that the 
will, although jointly executed, was 
either Fred’s separate will or that, in 
any event, his widow took nothing under 
its terms and provisions, and that the 
person specifically named in the will as 
brothers and sisters of Fred and Julia 
were the only legatees thereunder. 

Julia filed a defense in which she al- 
leged (1) that it was the intent of the 
testator that she was to have a life 
estate in all of his property, and (2) 
that her name to such will was not con- 
sent thereto but intended to show the 
intent of the testator and herself that 
the instrument was to be their mutual 
will and not, therefore, to pass any 
property, except a vested interest, to the 
brothers and sisters. 

HELD: The will created a life estate 
in the property of the decedent and at 
the same time made certain that the 
corpus of all property owned by both at 
the time of the death of whichever died 
first should go one-half to the Weidman 
heirs and one-half to the Mannel heirs 
subject to such life estate. Julia took a 
life estate of her deceased husband with- 
out power of disposition. 


WILLs — Probate — Inability to 
Read or Write Not Sufficient Evi- 
dence of Lack of Knowledge of 
Contents of Will 


Tennessee—Court of Appeals (Western Section) 


Murray v. Garrison, 306 S.W. 2d 679. 


Testator was unable to read or write, 
and he signed his will by making his 
mark thereon. Both subscribing wit- 
nesses, one of whom was the attorney 
who drew the will, testified that the will 
was explained in full to testator, in the 
absence of any of the beneficiaries, be- 
fore it was executed. Contestants in- 
sisted that because of testator’s illiter- 
acy, a jury issue was presented as to 
whether he understood the contents of 
the will. The trial court directed a ver- 
dict in favor of the will. 

HELD: Affirmed. When it is shown 
that testator cannot read or write, the 
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usual presumption that he knows the 
contents of his will does not arise. The 
proponent must affirmatively prove such 
knowledge. The burden was sufficiently 
carried in the present case, however, by 
the uncontradicted testimony of the sub- 
scribing witnesses, so that no issue was 
presented for the jury to decide. Illiter- 


acy itself raises no presumption of lack 
of knowledge of the contents of the will. 


&S BA a& 

“Feminine pulchritude, as appealing as 
it is, cannot of itself be legally accepted 
as synonymous with undue influence.”— 
Musmanno, J., in Union Trust Co. vy. 
Cwynar (Pa.) 131 Atl. at 137. 
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The report he brings you today 
assures your client's tomorrow... 


Because the Connecticut General man’s report to 
you, the attorney, is designed to make certain vour 
client realizes his goals in life. 


It is broad in scope... specific in detail. Every one 
of your client’s assets is listed and evaluated. Will 
any fail to work in the estate as they should? If so, 
sound suggestions are made for a more useful 
arrangement. Thoroughly researched, it saves a 
lawyer hours of essential groundwork. 


Briefly, this is the plan the CG man brings for your 


analysis. Your client will then receive the full 
benefit of vour counsel. 

The over-all excellence of the CG man’s service is 
impressive. And so helpful, you may find yourself 


welcoming him back... for many vears to come. 


Connecticut General Life Insurance Company, 
Hartford, Connecticut. 
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